INDEPENDENT OFFICES APPROPRIATIONS FOR 1953 


FRIDAY, APRIL 25, 1952 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in room F-39, 
the Capitol, Hon. Burnet R. Maybank (chairman of the subcommittee) 
presiding. 

Present: Senators Maybank, Hill, Robertson, Ferguson, Cordon, 
and Thve. 


WAR CLAIMS COMMISSION 
ADMINISTRATIVE EXPENSES 
STATEMENT OF DANIEL F, CLEARY, CHAIRMAN 


BUDGET ESTIMATE ON NEW CLAIMS LAW 

Senator MayBpank. The committee will come to order. 

Mr. Cleary, I understand the situation from what I have heard is 
that you are expecting temporarily to hear something from the Budget 
Bureau but you have not got your report. Is that right? 

Mr. CLeary. We requested a hearing before the Bureau of the 
Budget. 

Senator Maysank. You have not got any recommendation from 
them? 

Mr. Cieary. The earliest meeting we could get was next Monday. 

Senator MayBank. In addition to that, you have a new law? 

Mr. Creary. That is right. 


POSSIBLE POSTPONEMENT 


Senator MayBaNnk. So, I do not think we can do much at these 
hearings until you hear from the Bureau, and then send that in to 
Mr. Cooper and let the committee look at it. We will then see what 
the committee will do. It is not your fault that the Budget has not 
given you a recommendation in keeping with the new law. I under- 
stand only this morning that Mr. Pace, Secretary of the Army, wrote 
you that they were going to arrange for you to have these Philippine 
records from the Army on a nonreimbursible basis so that will affect 
vour budget. 

Mr. Cieary. Yes, sir. 

Senator MayBANK. If it is agreeable with the committee, I would 
suggest that we not take up time here until vou get that information 
from the Bureau of the Budget, and vou may get some other informa- 
tion such as you got this morning from the Secretary of the Army; 
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that is, unless you want to file something for the record. However, 
we have nothing to shoot at. It s a new ‘law. Whatever we do here 
will be after we hear from the Budget. I do not know how the com- 
mittee feels about it, but it might be necessary to wait until next 
deficiency. It is awfully hard to get something through the Senate 
without any recommendation from the budget. 

Senator Roperrson. We are under constant pressure from. the 
leadership to bring out these bills. I do not think we can hold this 
matter up if the Budget Bureau has not acted. We will have to act 
on what we have before us. Then, if it is inadequate, the agency 
should ask the Bureau of the Budget to send up a supplemental request. 

Senator Maybank. This bill would not be ready for a couple of 
weeks, because we put off the Interstate Commerce Commission 
because Senator Johnson, who is chairman of the legislative committee, 
wanted to be here. So you will have about 2 weeks. 

I appreciate vour statement here, but I understand it is only in 
answer to the House; is that right? 


SERVICES FURNISHED ON NONREIMBURSABLE BASIS 


Mr. Cieary. Yes. The statement that we have here covers the 
fact these other agencies which we had expected to be required to 
reimburse us, with the exception of $13,000 out of $190,000, agreed 
to furnish the services on a nonreimbursable basis. We have heard 
from all of those agencies; so there will be no further information 
we will have to put out. 

Senator MaysBank. I will put that in the record, showing the work 
that has been done in getting these agencies to cooperate with you 
to give the information at no cost to you. When it comes to your 
expenses, vou have nothing from the budget. 

(The information referred to follows:) 


DEPARTMENT OF THE ARMY, 
Washington, D. C., April 25, 1952. 
Mr. Daniet F. Cieary, 
Chairman, War Claims Commission, 
Washington, D. C. 


Dear Mr. Cuieary: This is in reply to your letter dated March 26, 1952. You 
refer therein to my letter of March 9, 1951 regarding the matter of this Department 
furnishing on a nonreimbursable basis service data pertaining to certain members 
of the armed services of the Commonwealth of the Philippines who served with 
the United States Armed Forces during World War IT. 

In view of the request contained in House Report No. 1517, as quoted in your 
letter referred to above, you are advised that the Department of the Army will 
furnish the War Claims Commission the desired information on Filipino claimants 
on a nonreimbursable basis. 

Sincerely yours, 
FrANK Paces, Jr., 
Secretary of the Army. 


War Criarmms Commission, 
Washington, D. C., March 28, 1952. 
Hon. Burnet R. MayBaAnk, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill, 1953, 
United States Senate, Washington, D. C. 
My Dear SENATOR MAyBANK: Reference 1s made to your letter; dated March 
18, 1952, offering the War Claims Commission the opportunity of indicating such 
changes which the Commission believes should be made in the independent-offices 
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appropriation bill for the fiscal vear 1953, as passed by the House March 21, 1952, 
insofar as it affects the operation of the Commission. 

While the War Claims Commission is in full accord with the earnest desire of the 
committee to keep appropriations to a minimum, yet, as a temporary agency with 
special problems, it must point out, as to the spe ¢ ifically disallowed item, $190,000 
for “Services to be performed by other agencies,” that it may be necessary to ask 

that it be restored. In consideration of the desires of the committee for stringent 
economy, the Commission does not ask for the restoration of $92,000, the over-all 
cut of approximately 12 percent. 

The President’s recommendation of $965,000 for the administrative expenses 
for the War Claims Commission for the fiscal year 1953 is considered conservative. 
It may be observed that the Commission is required to wind up its affairs prior 
to March 31, 1955; and, in order to do this, primary claims adjudication must be 
completed by July 1, 1954, to allow time for the filing and processing of appeals 
and for terminal activities. In order to absorb the reduction of $92,000, the Com- 
mission will be compelled to curtail its entire program and to revise downward 
its production schedule. 

Your attention is invited to the fact that the appropriation for the Commission 
is not a burden upon revenues derived from taxation. Funds for administrative 
expenses of the War Claims Commission, it will be recalled, are drawn from a 
special trust fund known as the war-claims fund, which consists of the net proceeds 
of liquidated enemy assets. 

Report No. 1517, to accompany H. R. 7072, the Independent Offices Appropria- 
tion Act, 1953, states on page 23, with reference to the War Claims Commission, 
as follows: ‘‘In effecting the reduction of $283,000 the committee has specific ally 
disallowed $190,000 for services to be performed by other agencies.”’ 

In the interest of economy and pursuant to the authorization contained 
section 2 (b) of the War Claims Act of 1948, as amended, the War Claims Commis- 
sion, for fiscal vears prior to 1953, had arranged to have certain services performed 
for it by other agencies on a reimbursable basis where such agencies were unable 
to do the work without making a charge therefor. It was estimated that the sum 
of $190,000 would be required for services to be performed by other agencies in the 
fiscal year 1953. The following table illustrates how that sum was to be disbursed: 


Agency | Type of work performed Amount 
Department of Defense, Adjutant General | Certification of military status of Filipino $157, 300 
Records Depository. claimants, 65,000 at $2.42 per certification. 
Civil Service Commission 7 --| Health program ; 1, 600 
Tariff Commission - - - - Seu Duplicating services. - ca 7, 000 
Department of State | Housekeeping functions. - ; 18, 000 
Public Buildings Service (( feneral Services | General utility services_-._ 4 6, 100 
Administration). 


Petes: ..253. ee eoeaan ‘ waked Niniedae auton sbseeude -| 190,000 


The House committee report further states: 

“The committee has specifically disallowed $190,000 for services to be performed 
by other agencies. This reduction is made with the understanding that such 
services will be performed by other agencies without reimbursement. * 1m 
The committee requests that the Department of the Army perform this service 
without cost to the War Claims Commission. It also requests that the Civil 
Service Commission, the Tariff Commission, and the Department of State perform 
like services for the Commission without reimbursement.” 

It may be noted that, although the House Appropriations Committee has made 
this request, no specific request has been made in sections of the report pertaining 
to the Civil Service Commission, the Tariff Commission, or the General Services 
Administration (agencies included in the independent offices appropriation bill) 
that such agencies render services to the War Claims Commission without charge, 
Furthermore, the bill does not contain provisions requiring the Civil Service 
Commission, the Tariff Commission, or the General Services Administration to 
perform services for the War Claims Commission without reimbursement. Also, 
the bill (H. R. 7072, 82d Cong.) itself authorizes the War Claims Commission to 
use appropriated funds to reimburse the agencies for services performed (lines 3, 
4, and 5, p. 44). 

In view of the request set out in House report No. 1517, the War Claims Com- 
mission has written to the Department of the Army, the Department of State, 
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the Tariff Commission, the Civil Service Commission, and the General Services 
Administration inquiring whether such agencies would render the required serv- 
ices for the Commission during fiscal year 1953 without reimbursement. Copies 
of these letters are attached hereto. When replies are received, copies thereof 
will be transmitted to your committee. However, it should be kept in mind that 
these agencies have previously stated that they could not render the required 
services without charge. 

Therefore, if these agencies reaffirm the position they have heretofore taken, 
in that they must be reimbursed, the War Claims Commission must respectfully 
request that the sum of $683,000 appearing on line 5, page 44 of the House report 
No. 7072, Eighty-second Congress, Independent Offices Appropriation Act, 1953, 
be stricken from the bill, and the sum of $873,000 be substituted therefor. 

The War Claims Commission appreciates the opportunity of presenting its 
needs for the fiscal year 1953. It may be noted that the Commission has not 
made any comment on the effects of the general provisions contained in this bill. 
Should you desire the Commission’s views on this matter, or request further 
information, the Commission will be pleased to comply with your request. 

Sincerely yours, 
DANIEL F, CLEAry, 
Chairman, War Claims Commission. 
Enclosures. 


War Cuiaims CommMIssIon, 
Washington, D. C., March 26, 1982. 
Hon. Frank Pace, Jr., 
Secretary of the Army, 
Washington, D. C. 

My Dear Mr. Pace: Further reference is made to your letter, dated March 9, 
1951, advising the War Claims Commission that the Department of the Army 
could not furnish the War Claims Commission with information on file at the 
Adjutant General Records Depository, Manila, Philippine Islands, pertaining to 
certain members of the armed services of the Commonwealth of the Philippines 
who served with the United States Armed Forces during World War II, on a non- 
reimbursable basis during the fiscal year ending June 30, 1952. 

The Commission submitted its justification of estimates of appropriations for 
the fiscai vear 1953 to the Congress on January 10, 1952. Contained therein 
under “07 Other contractual services, services performed by other agencies” was 
the sum of $157,300, which it was estimated would be required to reimburse the 
Department of the Army for the cost of making a certification as to the military 
status of 65,000 Filipino claimants by the Adjutant General of the Army of the 
United States at an estimated charge of $2.42 per certification. 

H. R. 7072, Eighty-second Congress, the Independent Offices Appropriation 
Act, 1953, allowed the War Claims Commission the sum of $683,000 for adminis- 
trative expenses for the fiscal year 1953. This sum represents a reduction of 
$282,000 in the amount previously recommended by the President. Report No. 
1517, to accompany H. R. 7072, contains on page 23, the following statements: 

“Tn effecting the reduction of $283,000, the committee has specifically disallowed 
$190,000 for services to be performed by other agencies. This reduction is made 
with the understanding that such services will be performed by other agencies 
without reimbursement. A major portion of this reimbursable fund, $157,300, 
has to do with the certification of military status of Filipino claimants by the 
Adjutant General of the Army of the United States at Manila. The committee 
requests that the Department of the Army perform this service without cost to 
the War Claims Commission. It also requests that the Civil Service Commission, 
the Tariff Commission, and the Department of State perform like services for the 
Commission without reimbursement.” 

In view of the foregoing, it becomes necessary for the War Claims Commission 
to be informed whether the Department of the Army would be in a position to 
furnish certifications on not to exceed 65,000 Filipino claimants during the fiscal 
year 1953 on a nonreimbursable basis. 

Since the chairman of the Subcommittee on Independent Offices of the Senate 
Committee on Appropriations, by letter dated March 18, 1952, has requested the 
War Claims Commission to comment on the effects of the provisions of H. R 
7072 upon the functioning of the Commission, your early reply in this matter will 
be appreciated. 

Sincerely yours, 
DaniEL F. CuEARy, 
Chairman, War Claims Commission. 
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War Ciaims CoMMISSION, 
Washington, D. C., March 26, 1952. 
Mr. Epwarp B. WILBER, 
Director, Office of Budget and Finance, 
Department of State, Washington, D. C. 


Dear Mr. Wiser: The War Claims Commission, as a temporary agency, 
in the interest of economy and pursuant to the authorization contained in sec- 
tion 2 (b) of the War Claims. Act of 1948, as amended, has heretofore arranged 
with the Department of State in fiscal years 1950, 1951, and 1952 to perform 
certain duties for the Commission on a reimbursable basis. 

The memorandum agreement between the Department of State and the War 
Claims Commission for the fiscal year 1952 states that the Department of State 
would be reimbursed in the sum of $15,000 for certain “housekeeping” services. 
These services have been performed in an agreeable and eminently satisfactory 
manner. 

The Commission submitted its justification of estimates of appropriations for 
the fiscal year 1953 to the House Committee on Appropriations on January 10, 
1952. Included therein under “07 Other contractual services, services per- 
formed by other agencies’’ was an estimated amount which would be required 
to reimburse the Department of State for similar services to be performed during 
the fiscal year 1953. 

H. R. 7072, Eighty-second Congress, the Independent Offices Appropriation 
Act, 1953, allowed the War Claims Commission the sum of $683,000, a reduction 
of $282,000 from the President’s request for $965,000, for administrative ex- 
penses for the fiscal year 1953. Report No. 1517, accompanying H. R. 7072, 
states on page 23 in part as follows: 

“In effecting the reduction of $283,000, the committee has specifically dis- 
allowed $190,000 for services to be performed by other agencies. This reduction is 
made with the understanding that such services will be performed by other agencies 
without reimbursement. * * * The committee requests that * * * the 
Civil Service Commission, the Tariff Commission, and the Department of State 
perform like services for the Commission without reimbursement.” 

In view of the foregoing, the War Claims Commission requests that it be 
informed whether the Department of State will be in a position to perform services, 
heretofore rendered for the Commission under a reimbursable agreement, during 
the fiscal year 1953 on a nonreimbursable basis. 

Inasmuch as the War Claims Commission has been requested by letter dated 
March 18, 1952, to advise the Subcommittee on Independent Offices of the Senate 
Committee on Appropriations of the effects of the provisions of H. R. 7072, 
Kighty-second Congress, upon the functioning of the War Claims Commission, an 
early reply will be appreciated. 

Sincerely yours, 
DANIEL F, CLEary, 
Chairman, War Claims Commission. 


War CLaims Commission, 
Washington 25, D. C., March 26, 1952. 
Mr. Don N. Bent, 
Secretary, United States Tariff Commission, 
Washington 25, D. C. 

My Dear Mr. Bent: The War Claims Commission as a small temporary 
agency, in the interest of economy and pursuant to the authorization contained in 
section 2 (b) of the War Claims Act of 1948, as amended, has made arrangements 
with the Tariff Commission to perform certain services for it during the fiscal 
year 1952 on a reimbursable basis. 

Under this arrangement, the Tariff Commission has made available to the War 
Claims Commission the personnel and facilities of the Graphie Section. The 
personnel of the Graphic Section have been most helpful and cooperative. The 
War Claims Commission has always been able to depend upon them to complete 
anv given task ina highly satisfactory manner. 

The Commission submitted its justification of estimates of appropriations for 
the fiscal year 1953 to the House Committee on Appropriations on January 10, 
1952. Included therein under “O07 Other contractual services, services performed 
by other agencies,’’ was an estimated amount which would be required to reimburse 


the Tariff Commission for similar services to be performed during the fiscal vear 
1953. 
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H. R. 7072, Eighty-second Congress, the Independent Offices Appropriation 
Act, 1953, allowed the War Claims Commission the sum of $683,000, a reduction 
of $282,000 from the President’s request for $965,000 for administrative expenses 
for the fiscal vear 1953. Report No. 1517, accompanying H. R. 7072, states on 
page 23 in part as follows: 

“In effecting the reduction of $283,000, the committee has specifically dis- 
allowed $190,000 for services to be performed by other agencies. This reduction 
is made with the understanding that such services will be performed by other 
agencies without reimbursement. * * * The committee requests that 
* * * the Civil Service Commission, the Tariff Commission, and the Depart- 
ment of State perform like services for the Commission without reimbursement.’’ 

In view of the foregoing, the War Claims Commission requests that it be in- 
formed whether the Tariff Commission will be in a position to perform services, 
heretofore rendered for the War Claims Commission on a reimbursable basis, 
during the fiscal year 1953 on a nonreimbursable basis. 

Since the chairman of the Subcommittee on Independent Offices of the Senate 
Committee on Appropriations, by letter dated March 18, 1952, has requested the 
War Claims Commission to comment on the effects of the provisions of H. R. 7072 
upon the functioning of the Commission, your early reply in this matter will be 
appreciated. May I at this time also express the appreciation of the War Claims 
Commission for the excellent cooperation it has had extended to it by the Tariff 
Commission, 

Sincerely yours, 
DanteL F, CuLeary, 
Chairman, War Claims Commission. 


War Cxiaims CommMIssIon, 
Washington 25, D. C., March 26, 1952. 
Mr. Lawson A. Moyer, 
Executive Director, United States Civil Service Commission, 
Washington 25, D. C. 

My Dear Mr. Moyer: The War Claims Commission, as a small temporarv 
agency, in the interest of economy and pursuant to the authorization contained in 
section 2 (b) of the War Claims Act of 1948, as amended, has heretofore arranged 
with the Civil Service Commission in the fiseal vears 1950, 1951, and 1952 to 
supply personnel and facilities to earry out the health program on a reimbursable 
basis. 

This health program is conducted by all agencies of the Federal Government 
with the approval of the United States Public Health Service. In the past, the 
War Claims Commission has reimbursed the Civil Service Commission at the 
rate of $8 per annum per employee for services rendered and facilities furnished 
in connection with the health program. The services have been performed in 
an agreeable and eminently satisfactory manner. 

The War Claims Commission submitted its justification of estimate of appro- 
priations for the fiscal year 1953 to the House Committee on Appropriations on 
January 10, 1952. Included therein under “07 Other contractual services, 
services performed by other agencies,’’ was an estimated amount which would be 
required to reimburse the Civil Service Commission for similar services during the 
fiscal vear 1953. 

H. R. 7072, Eighty-second Congress, the Independent Offices Appropriation 
Act, 1953, allowed the War Claims Commission the sum of $683,000, a reduction 
of $282,000 from the President’s request for administrative expenses for the fiscal 
vear 1953. Report No. 1517, accompanying H. R. 7072, states on page 23 in 
part as follows: 

“In effecting the reduction of $283,000 the committee has specifically dis- 
allowed $190,000 for services to be performed by other agencies. This reduction 
is made with the understanding that such services will be performed by other 
agencies without reimbursements. * * * The committee requests that 
* * * the Civil Service Commission, the Tariff Commission, and the Depart- 
ment of State perform like services for the Commission without reimbursement.” 

In view of the foregoing, the War Claims Commission requests that it be 
informed whether the Civil Service Commission will be in a position to perform 
such services as the War Claims Commission requires in connection with its 
health program during the fiscal year 1953 on a nonreimbursable basis. 
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Since the chairman of the Subcommittee on Independent Offices of the Senate 
Committee on Appropriations, in a letter dated March 18, 1952, has requested 
the War Claims Commission to comment on the effects of the provisions of H. R. 
7072 upon the functioning of the Commission, your early reply in this matter 
will be appreciated. May I at this time also express the appreciation of the War 
Claims Commission for the fine cooperation it has had extended to it by the Civil 
Service Commission. ; 

Sincerely vours, 
DANIEL F. CLEary, 
Chairman, War Claims Commission. 


War Cratms ComMIssION, 
Washington, D. C., March 26, 1952. 
Mr. W. E. REYNOLDs, 
Commissioner, Public Buildings Service, 
Washington, D.C. 

My Dear Mr. ReyNotps: The War Claims Commission, as a temporary 
agency, in the interest of economy and pursuant to the authorization contained 
in section 2 (b) of the War Claims Act of 1948, as amended, and in accordance 
with established Government procedures, has heretofore arranged with the Public 
Buildings Service in the fiscal years 1950, 1951, and 1952 to perform certain 
specific tasks on a reimbursable basis. 

The cost of the labor and materials used were billed to the War Claims Com- 
mission at rates established by the Public Buildings Service. These services were 
performed by the Public Building Service in an agreeably satisfactory Manner 
with a minimum of delay, 

The War Claims Commission submitted its justification of estimates of ap- 
propriations for the fiscal year 1953 to the House Committee on Appropriations 
on January 10, 1952. Included therein under ‘07 Other contractual services, 
services performed by other agencies,’’, was an estimated amount which would be 
required to reimburse the Public Buildings Service for similar services during the 
fiscal year 1953. 

H. R. 7072, Eighty-second Congress, the Independent Offices Appropriation 
Act, 1953, allowed the War Claims Commission the sum of $683,000, a reduction of 
$282,000 from the President’s request for administrative expenses for the fiscal 
year 1953. Report No. 1517, accompanying H. R. 7072, states on page 23 in 
part as follows: 

“Tn effecting the reduction of $283,000 the committee has specifically disallowed 
$190,000 for services to be performed by other agencies. This reduction is made 
with the understanding that such services will be performed by other agencies 
without reimbursement. The committee requests that * * * the Civil 
Service Commission, the Tariff Commission, and the Department of State perform 
like services for the Commission without reimbursement.”’ 

Although the committee in its report has not specifically mentioned the Public 
Buildings Service as it did in the case of the Department of the Army and the 
other agencies, the statement that the reduction was made “with the under- 
standing that such services will be performed by other agencies without reim- 
bursement” makes it appear that the failure to include the Public Buildings 
Service among the list of agencies was an oversight. 

In view of the foregoing, the War Claims Commission requests that it be 
informed whether the Public Buildings Service will be in a position to perform 
such services as the War Claims Commission requires during the fiscal year 1953 
on a nonreimbursable basis. 

Since the chairman of the Subcommittee on Independent Offices of the Senate 
Committee on Appropriations, in a letter dated March 18, 1952, has requested 
the War Claims Commission to comment on the effects of the provisions of 
H. R. 7072 upon the functioning of the Commission, your early reply in this 
matter will be appreciated. 

Sincerely yours, 
DANIEL F. CLEARY, 
Chairman, War Claims Commisston 
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War Criaimms ComMIssION, 
Washington 25, D. C., April 23, 1952. 
Hon. Burnett R. Maypank, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriations, 
United States Senate, Washington 25, D. C 


My Dear Senator Mayspank: Further reference is made to the letter addressed 
to you by the War Claims Commission, dated March 28, 1952, seeking the restora- 
tion of $190,000 for services to be performed by other agencies, which item was 
specifically disallowed by the House when the War Claims Commission’s budget 
request for the fiscal vear 1953 was considered. 

As stated in that letter, under date of March 26, 1952, the Commission asked 
the Department of the Army, the Department of State, the Tariff Commission, 
the Civil Service Commission, and General Services Administration (Public 
Buildings Service) whether such agencies could render the required services for 
the Commission during the fiscal year 1953 without reimbursement. Copies of 
these letters were attached to the letter addressed to you dated March 28, 1952. 
There is enclosed herewith a copy of the reply received from the Tariff Commis- 
sion, the Civil Service Commission, and the General Services Administration 
Written replies have not as vet been received from either the Department of the 
Army or the Department of State. It will be noted that the Civil Service Com- 
mission indicates that, subject to limitations and probabilities, it will render the 
services without reimbursement. This is the smallest item. The Commission 
had tentatively allocated $1,600 for this service. The Commission has no reason 
to assume that the Department of State or the Department of the Army could 
furnish the Commission with the required service during the fiscal year 1953 
on a nonreimbursable basis. The largest item is that relating to the Department 
of the Army, which is estimated as requiring $157,300. 

In view of the foregoing, the Commission respectfully requests that the sum of 
$188,400 for services performed by other agencies should be allowed and added 
to the amount approved for administrative expenses of the War Claims Com- 
mission for the fiseal year 1953. 

In this connection, the Commission invites attention to the fact that the serv- 
ices heretofore performed by the Department of State and the Tariff Commission 
are services which an agency would normally perform for itself. The War Claims 
Commission, as a small, temporary agency, found it to be far more economical to 
have certain services performed by other agencies on a reimbursable basis rather 
than to employ the experienced personnel necessary to perform such services 
The General Services Administration, through the Public Buildings Service 
renders certain services for governmental agencies in accordance with procedures 
and rates established by the General Services Administration. Naturally, it 
cannot dislocate its whole plan of operation by performing services for the War 
Claims Commission on a nonreimbursable basis. 

The services the Commission is compelled to request from the Department of 
the Army are related to the functions of the Department of the Army as custodian 
of the military records of certain members of the Armed Forces of the Comm n- 
wealth of the Philippines who are eligible for benefits under section 6 of the War 
Claims Act because they served with the Armed Forces of the United States during 
World War II. The adjudication and payment of Filipino claims will be subject 
to indefinite delay if certifications are not made available by the Department of 
the Army. Should any circumstances arise by reason of which the Department of 
the Army finds it possible to furnish the required certifications on a nonreim- 
bursable basis, the Commission will, of course, not expend the funds marked for 
that purpose. 

The additional funds which the War Claims Commission will require during 
fiscal year 1953 in the administration of Public Law 303, Eighty-second Congress, 
approved April 9, 1952, will be the subject of a separate communication after 
conference with the Bureau of the Budget. 

Should further information be required in this matter, the War Claims Com- 
mission will be pleased to respond to a request therefor. 

Sincerely yours, 
Danie. F. CLeary, 
Chairman, War Claims Commission 
Enclosures. 
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UnitTep States Civit Service ComMIssION, 
Washington 25, D. C., April 2, 1952. 
Hon. Danreu F. CLeary, 
Chairman, War Claims Commission, 
Washington 25, D. C. 

Dear Mr. Cieary: Reference is made to your letter of March 26 requesting 
comment by the Civil Service Commission concerning the effect of H. R. 7072 
as passed by the House of Representatives with respect to reimbursable services 
rendered by the Commission to your agency. 

At the request of the Tariff Commission, the Civil Service Commission has 
maintained a first-aid room in the Tariff Commission Building under the super- 
vision of medical officers of the Civil Service Commission for the purpose of 
providing medical first-aid service on a reimbursable basis to employees of the 
several agencies located in that building. 

The Civil Service Commission is appreciative of the problems faced by your 
agency as a result of H. R. 7072 and wishes to state that we shall be glad to 
continue to furnish first-aid service to employees of the War Claims Commission 
in fiscal year 1953 without reimbursement. However, it should be pointed out 
that in the event we are unable to maintain full-time service in the Tariff Com- 
mission Building because of a lack of funds, it will be necessary for your employees 
to utilize the first-aid room on the first floor of the main Civil Service Building, 
Eighth and F Streets NW. at such times as may be required. 

Sincerely yours, 
L. A. Moyer, 


Executive Director. 


Unirep States Tarirr Commission, 
Washington 25, D. C., April 1, 1952. 
Mr. DaNieEL F. CLeEary, 
Chairman, War Claims Commission, 
Washington, D. C. 

Dear Mr. Cieary: I am writing in reply to your letter of March 26, inquir- 
ing whether, in view of the action taken in the House on H. R. 7072, and the 
language of the accompanying Report No. 1517, “the Tariff Commission will be 
in a position to perform services heretofore rendered for the War Claims Com- 
nNssion on a reimbursable basis, during the fiscal year 1953 on a nonreimbursable 
basis.” 

The Tariff Commission has always endeavored to cooperate in every feasible 
way with other Federal agencies. As you know, since the establishment of the 
War Claims Commission, the Tariff Commission has been glad to furnish your 
agency with duplicating service on a reimbursable basis. We are pleased to 
learn that this service has been satisfactory and helpful to the War Claims 
Commission. 

I regret to inform you, however, that the independent offices appropriation 
bill for 1953, cited above, also reduced the President’s request of $1,388,000 for 
the United States Tariff Commission to $1,194,750, a decrease of $193,250. The 
amount originally requested was based upon a minimum estimate of this Com- 
mission’s needs for the year 1953. The present outlook requires me to advise 
you that the tariff Commission will in all probability find it impossible to per- 
form duplicating services for the War Claims Commission on a nonreimbursable 
basis during fiscal 1953. 

Sincerely yours, 
Oscar B. Ryper, Chairman. 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., April 14, 1952. 
Hon. Danie. F. CiEary, 
Chairman, War Claims Commission, 
Washington 25, D. C. 

Dear Mr. Cieary: I have your letter of March 26 concerning the action taken 
by the House Committee on Appropriations on the 1953 budget of the War Claims 
Commission. Specifically, vour letter concerned the matter of reimbursement for 
services performed by other agencies. 

It is our contention that the reduction made by the Committee was not intended 
to affect the services supplied by the Public Buildings Service. The estimate of 
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the General Services Administration for the management of buildings for 1953, 
as has been the practice for years, is based on providing for the normal require- 
ments in the servicing and upkeep of certain office buildings managed and serv- 
iced by, and under the custody of the General Services Administration. The 
quality level and frequenéy of services in providing such normal space require- 
ments are, of course, limited to those which the appropriation will support. 
Requirements over and above the normal, including special services in providing 
space for specialized purposes, are performed for the agencies on a reimbursable 
basis. The services which you have referred to fall within the latter category. 
The space which you occupy in the Tariff Building is on a “rent free” basis with 
normal space servicing provided without cost to the War Claims Commission, 

In addition to the special services supplied to your organization, the General 
Services Administration is providing telephone switchboard service from the 
Republic 7500 switchboard managed and operated by the Public Buildings 
Service. No direct appropriations are made to GSA for service costs including 
equipment rentals, toll charges, etc., and these costs are recovered through reim- 
bursement from your organization as well as other agencies taking service from 
this switcbboard. 

Concerning the services which are supplied by the General Services Adminis- 
tration in the operation and maintenance of buildings, our justification to the 
Congress included a supplemental Statement which appears on pages 153 through 
155 of part 2 of the General Services Administration estimates of appropriations, 
fiscal year 1953. For your information there is enclosed a copy of this supple- 
mental statement and also a copy of General Services Administration Circular 
No. 12 of June 29, 1951, which covers the same subject. 

Sincerely yours, 
Jess Larson, Administrator. 


GENERAL SERVICES ADMINISTRATION—BUILDINGS MANAGEMENT ACTIVITY 


SUPPLEMENTAL STATEMENT COVERING SERVICES INVOLVED IN THE MANAGEMENT 
OF BUILDINGS 


The following is a description of the services available whieh apply to the 
management of office and other buildings serviced by, and under the custody of, 
the General Services Administration for which funds for rent, operation, Mainte- 
nance, protection, repair, and improvement are appropriated directly to GSA. 
The services, which are similar to those in commercial building operations, are 
the basis for appropriation estimates and provide, generally, for the normal space 
requirements in the maintenance and upkeep of the property. Services available 
without cost to the agencies occupying the buildings will be provided only to the 
extent that current appropriations afford. Certain buildings operated by GSA 
are furnished services onlv on a reimbursable basis where funds for such services 
are available to the agencies occupying the buildings. 

1. Routine services—The following routine services are provided by GSA with- 
out cost to the occupant agencies: 

(a) Cleaning, including window washing and floor maintenance; 

(b) Electric current, water, and heat for normal space use; 

(ce) Operation, maintenance, and repair of elevators and electric, heating, air- 
conditioning, ventilating, refrigeration, plumbing, and sewerage systems; 

(d) Repairs to Government-owned buildings, including periodic painting and 
decorating; 

(e) Repairs to leased buildings and building equipment, including periodic 
painting and decorating, unless otherwise provided for under the terms of the 
lease; 

(f) Maintenance of grounds, including approaches and roads; 

(gq) Normal protection or guarding; and 

(h) Rent for leased quarters. 

2. Specific services.—The following services when specifically requested likewise 
are provided by GSA without cost to the occupant agencies: 

(a) The furnishing and maintenance of building equipment sueh as directory 
and bulletin boards at the main entrances, clocks, door closers, ventilating fans, 
exhaust fans, water coolers, unit air conditioners, limited annunciator and buzzer 
systems, limited convenience outlets, window shades or venetian blinds, window 
ventilators, and drapes for replacement where drapes are provided in construction 
of the building: 

(6) Installation of acoustic ceilings, in other than special-use areas, where the 
need is justified; 
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(c) Refinishing of floors and laying of floor covering such as linoleum or tile; 

(d) Relocation, extension, and replacement of existing heating, plumbing, 
lighting, and other mechanical systems where necessary ; 

(e) Building alterations and improvements; 

(f) Furniture and the maintenance, repair, and refinishing thereof-in Govern- 
ment-owned buildings outside the District of Columbia and area immediately 
adjacent thereto; 

(q) Furnishing of keys and changing of locks; 

(hk) Furnishing door title cards and holders; and 

(1) Installing, removing, and relocating partitions, in changes of space use 
(excluding telephone company charges for telephone installations and changes) 
and the physical moving of furniture and office equipment within and between 
buildings within metropolitan areas where such services are required as a result 
of moves ordered by the PBS in the assignment, reassignment, and control of space. 

Generally, the services specified under ‘Specific services’? are budgeted for on 
the basis of normal space needs. ‘The providing of services of considerable mag- 
nitude in this category will depend upon GSA securing additional funds through 
the submission of appropriation requests. 

The terms of leases will be governing factors for work in rented buildings. 

3. Reimbursable services——No provision is made in the appropriation estimates 
of GSA for special services peculiar to an agency’s needs. ‘These services are 
provided to the occupant agencies on a reimbursable basis and include, but are 
not limited to, the following: 

(a) Security guarding and protection of confidential records and property, 
subject to approval by the Bureau of the Budget; 

(6) Installation, operation and maintenance of burglar alarms and other pro- 
tective devices and systems for security protection; 

(c) Utilities for specialized purposes, including food storage, preparation and 
serving in cafeterias and lunch stands (except authorized stands operated by the 
blind) ; 

(d) Construction, installation, maintenance and repair of special equipment of 
the occupants; 

(e) Construction, installation, and maintenance of exhibits; 

(f) Cleaning within file cabinets, bookeases, desks, and other property of the 
occupants; 

(g) Alterations and improvements, including ventilating and temperature and 
humidity control equipment, to make space suitable for scientific, laboratory, or 
for other specialized purposes; 

(h) Signs and sign writing, other than that required in the operation and 
maintenance of the buildings; 

(t) Space alterations, such as installing, removing, and relocating partitions 
(subject to approval of building superintendent) and the moving of furniture and 
office equipment at the request of the occupants; and 

(j) Other special services performed solely for the benefit of the occupants. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D, C., June 29, 1951. 


GENERAL SERVICES ADMINISTRATION CIRCULAR NO. 12 


To: Heads of Federal agencies. 
Subject: Standard practices in the management and servicing of buildings. 

1. Purpose.-—This circular describes standard practices which apply to the 
servicing of office and other buildings managed and serviced by and under the 
custody of the General Services Administration for which funds for rent, opera- 
tion, maintenance, protection, repair, and improvement are appropriated directly 
to the Administration. The practices, which are similar to those used in com- 
mercial building operations, are the basis for appropriation estimates and provide, 
generally, for the normal space requirements in the servicing and upkeep of the 
property. Services available without cost to the agencies occupying the buildings 
will be provided only to the extent that current appropriations afford. Certain 
buildings operated by this Administrati@m are furnished services only on a reim- 
bursable basis where funds for such services are available to the agencies occupying 
the buildings. 
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2. Routine services.—The following routine services are provided by the General 
Services Administration without cost to the occupant agencies: 

(a) Cleaning, including window washing and floor maintenance; 

(6) Electric current, water, and heat for normal space use; 

(c) Operation, maintenance, and repair of elevators and electric, heating, air- 
conditioning, ventilating, refrigeration, plumbing, and sewerage systems; 

(d) Repairs to Government-owned buildings, including periodic painting and 
decorating; 

(e) Repairs to leased buildings and building equipment, including periodic 
painting and decorating, unless otherwise provided for under the terms of the 
lease; 

(f) Maintenance of grounds, including approaches and roads; 

(g) Normal protection or guarding; and 

(h) Rent for leased quarters. 

3. Specific services.—The following services when specifically requested likewise 
are provided by the General Services Administration without cost to the oceupant 
agencies: 

(a) The furnishing and maintenance of building equipment such as directory 
and bulletin boards at the main entrances, clocks, door closers, ventilating fans, 
exhaust fans, water coolers, unit air conditioners, limited annunciator and buzzer 
systems, limited convenience outlets, window shades or venetian blinds, window 
ventilators, and drapes for replacement of such equipment provided in initial 
construction of the building; 

(b) Installation of accoustic ceilings, in other than special-use areas, where the 
need is justified; 

(c) Refinishing of floors and laying of floor covering such as linoleum or tile; 

(d) Relocation, extension, and replacement of existing heating, plumbing, 
lighting, and other mechanical systems where necessary; 

(e) Building alterations and improvements; 

(f) Furniture and the maintenance, repair, and refinishing thereof in Govern- 
ment-owned buildings outside the District of Columbia and area immediately 
adjacent hereto; 

(g) Furnishing of kevs and changing of locks; 

(h) Furnishing door title cards and holders; and 

(7) Installing, removing, and relocating of partitions, in changes of space use 
excluding telephone company charges for telephone installations and changes) 
and the physical moving of furniture and office equipment within and between 
buildings within metropolitan areas where such services are required as @ result 
of moves ordered by the Public Buildings Service in the assignment, reassignment, 
and control of space. 

Generally, the services specified in this section are budgeted for on the basis of 
normal space needs. The providing of services of considerable magnitude in this 
category will depend upon the General Services Administration securing additional 
funds through the submission of appropriation requests. 

The terms of leases will be governing factors for work in rented buildings. 

1. Reimbursable services.—No provision is made in the appropriation estimates 
of the General Services Administration for special services peculiar to an agency's 
needs. These services are provided to the occupant agencies on a reimbursable 
basis and include, but are not limited to, the following: 

(a) Security guarding and protection of confidential records and property 
subject to approval by the Bureau of the Budget; 

(b) Installation, operation, and maintenance of burglar alarms and other 
protective devices and systems for security protection; 

(c) Utilities for specialized purposes, including food storage, preparation and 
serving in cafeterias and lunch stands (except authorized stands operated by the 
blind); 

(d) Construction, installation, maintenance, and repair of special equipment of 
the occupants; 

(e) Construction, installation, and maintenance of exhibits; 

(f) Cleaning within file cabinets, bookcases, desks, and other property of the 
occupants; 

(g) Alterations and improvements, including ventilating and temperature and 
humidity control equipment, to make space suitable for scientific, laboratory, 
or for other specialized purposes; » 

(h) Signs and sign writing, other than that required in the operation and main- 
tenance of the buildings; 





INDEPENDENT OFFICES APPROPRIATIONS, 1953 409 


(7) Space alterations, such as installing, removing, and relocating of partitions 
subject to approval of building superintendent) and the moving of furniture and 
office equipment at the request of the occupants; and 

(j) Other special services performed solely for the benefit of the occupants. 

Minor special work, ordinarily chargeable to the occupant agency may be per- 
formed without charge at the discretion of the building superintendent where a 
minimum of labor and materials is involved. 

5. Conservation of building services——Occupant agencies can assist in the 
management of buildings by practicing good housekeeping methods and, wherever 
possible, by exercising economies in the use of electric current, heat and other 
services, thereby lessening the demand for building services. 

6. Rescission.—The Standard Practices for the Maintenance and Operation of 
Federal Office Buildings in Metropolitan Washington, D. C., dated February 14, 
1947, and the Standard Practices for the Maintenance and Operation of Federal 
Office Buildings Outside the District of Columbia, dated May 6, 1947, issued by 
the Office of Buildings Management, Public Buildings Administration, are hereby 
superseded. 

Jess Larson, Administrator. 


DEPARTMENT OF STATE, 
Washington, April 24, 1952. 
Mr. DanreEt F. CLeEary, 
Chairman, War Claims Commission, 
Washington 25, D. C. 

My Dear Mr. CieAry: I am in receipt of your letter dated March 26, 1952, 
regarding the instructions with respect to your appropriation bill for 1953, as 
contained in House Report No. 1517. 

The agreement for fiscal year 1952 provides for a reimbursement in the amount 
of $12,000 to the Department of State. While our 1953 appropriation request 
does not provide for such nonreimbursable services, the Department will, of course, 
comply with the wishes of the Appropriations Committee. Such services as the 
Department provides for your Commission in 1953 will be on a nonreimbursable 


Dass. 
Sincerely yours, 
Epwarp B. WiLneEr, Budget Officer. 


BUDGET BUREAU CONFERFNCE PLANNED 


Mr. Cieary. All we have is the letter that we had transmitted to 
the Director of the Bureau of the Budget dated April 22 and which 
will be the subject of this conference set up for next Monday. 

Senator MayBank. With the Bureau of the Budget? 

Mr. Cirary. That is right. 

Senator MayBank. If it is agreeable to the Senators present here, 
we ought to wait until you get through with your conference with the 
budget and then you write us at that time. I do not think a thing 
is to be gained to discuss this now until you have bad that conference. 
[ think that will be the best way to handle it. You are excused, with 
the understanding that as soon as the Budget Bureau is finished, you 
can talk to Mr. Cooper. We have got the record of the $190,000 from 
the other agencies. 
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GENERAL PROVISIONS 
ANNUAL LEAVE ACCUMULATION RESTRICTION 
(See also p. 514) 


Senator Mayranx. Before we go into TVA, I have a letter from 
the President which reads as follows: 

Apri. 24, 1952. 

Dear SENATOR MAyYBANK: I am writing to urge your careful attention to a 
matter of great importance to the proper management of the Government and to 
the welfare of our many hard-working Federal employees. This matter relates 
to the bill before your Subcommittee on Independent Offices Appropriations, 
which would have the effect of prohibiting accumulations of annual leave by 
reinstating a provision in the statutes which was expressly repealed no longer 
ago than October 30 of last year. 

After extensive hearings and careful study of the subject of annual leave, the 
Congress enacted a new leave program expertly designed to meet the needs of the 
Federal service. This act, the Annual and Sick Leave Act of 1951, provided fora 
graduated system of leave based upon length of service. Although the statute 
reduced the total amount of leave earned per year by most Federal employees to 
13 days or 20 days, depending on length of service, it was accepted as a fair and 
reasonable approach to the leave problem. This acceptance was based partially, 
at least, on the fact that as part and parcel of this system, arbitrary restrictions 
upon the accumulation of leave up to the 60-day maximum were removed. 

It strikes me as particularly unfair to Federal employees, and to those who were 
heard in Congress on their behalf, to remove the accumulation privilege and thus 
deprive these employees of their fair consideration for the cut-back in the amount 
of leave earned. Unfortunately, however, that is the effect of a provision in the 
Independent Offices Appropriations Act of 1953 enacted by the House of Repre- 
sentatives on March 21, 1952. Moreover, the effect of this provision is especially 
harsh inasmuch as the accumulation of annual leave is the only cushion the Fed- 
eral employee has at the present time against unemployment. Until some form 
of severance pay or unemployment compensation similar to that required by Fed- 
eral law for private employees is provided for Federal workers, the only protection 
against the hardships of unemployment which they can rely on is whatever amount 
of annial leave thev are able to save. 

Furthermore, I am convinced that a careful study of the long-range effect of 
this provision would indicate that it would increase cost to the Government 
because it would complicate emergency recruiting and would result in amounts 
of overtime at premium rates. 

Inasmuch as I know of your long-standing concern for a healthy and economical 
Federal establishment based upon fair standards, I am taking this opportunity 
to urge upon you the advisability of removing this unfair provision from the 
bill under consideration. 

Very sincerely yours, 
Harry TRUMAN. 


Please notify the President that the committee appreciated his 


letter and it has been read into the record, and the situation will be 
considered as we progress in the hearings. 
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STATEMENTS OF GORDON R. CLAPP, CHAIRMAN OF THE BOARD; 
JOHN OLIVER, GENERAL MANAGER; G. 0. WESSENAUER, MANA- 
GER OF POWER; C. E. BLEE, CHIEF ENGINEER; JOSEPH C. SWID- 
LER, GENERAL COUNSEL; JOHN H. CLARK, BUDGET OFFICER; 
AND MARGUERITE OWEN, WASHINGTON REPRESENTATIVE 


COMMUNICATIONS 


Senator MaysBank. I want to place in the record the letter from 
Mr. Clapp to me under date of March 22, 1952, together with exhibits 
attached, and also another letter dated April 10, 1952, in regard to 
the contract in connection with the purchase of coal and the Jensen 
amendment. 

(The letters referred to follow:) 


TENNESSEE VALLEY AUTHORITY, 
Knoxville, Tenn., March 22, 1952. 
Hon. Burnet R. MAyYBANK, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill, 1958, 
United States Senate, Washington, D. C. 


My Dear Senator MayBank: This is in response to your letter of March 18, 
1952, in which you ask that we indicate the changes in the Independent Offices 
Appropriation bill, 1953, as reported to the House of Representatives, which we 
consider absolutely necessary. 

The bill was approved yesterday by the House including several amendments 
introduced from the floor. In order to complete our response to your request as 
promptly as possible, we have not delayed it to include comment on all of the 
amendments to the bill. It has been possible, however, to include comment on 
the effect of one amendment: elimination of two more units at our Shanwee 
steam plant (making a total reduction of four units). 

We understand other amendments to the bill would place limitations on expend- 
itures for personal services and require that we obtain surety bonds on our con- 
tracts for the purchase of coal. Since we do not yet have the precise language of 
these provisions, we do not know fully what effect they will have on our program. 
\s soon as we can obtain the language of the bill as it passed the House we shall 
file additional comment with your committee if the additional provisions require 
adjustment. 

The bill as reported (including the effect of the additional amendment adopted 
by the House which eliminated all new units at Shawnee) contains two provisions 
which are of such crucial importance that we earnestly request an opportunity to 
discuss their effects with your committee. These two points are (1) elimination 
of four generating units at our Shawnee steam plant, and (2) the limitation 
placed on travel expenses. 

TVA is now building the Shawnee steam plant with four generating units as 
the initial installation. The 1953 program recommended by TVA and the Presi- 
dent included four additional units at this location. The bill as approved by the 
House would eliminate these four new units. This action, if it prevails, will seri- 
ously cripple the development of the Tennessee Valley and jeopardize the national 
defense power program. As explained in the enclosed statement, new generating 
capacity now included in the House bill will be inadequate to meet svstem loads 
in 1955. As sole power supplier in its service area, TVA is responsible to its power 
consumers for providing adequate capacity to meet their needs for power. Any 
new large demand for power required by defense agencies or industries, which 
develops in the area in the next four years, can be met only by capacity additions 
which would take 36 months to build. It is our studied judgment that the capac- 
ity recommended by the President is of utmost necessity if TVA is to meet its 
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responsibilities to its power consumers for power supply and to the Nation for 
meeting national defense requirements. Time lost by failure to start new capacity 
now cannot be regained. 

The limitation (p. 35, lines 22-24) placed on travel expenses reduces by one- 
third our estimate for this purpose. This limitation, although involving an 
amount of money which is small in relation to the cost of the related programs, 
would make it impossible for TVA to maintain and operate its power system with- 
out serious dangers of service interruptions, and result in most serious delays in 
meeting construction schedules for power facilities. The great bulk of TVA travel 
expense is not for administrative purposes, but is paid to workmen engaged in 
power construction and operating activities. Such travel cannot be reduced 
without corresponding curtailment of such activities. For the reasons we have 
described in the enclosed statement, this limitation would so disrupt our power 
operation, maintenance, and construction activities as to make it impossible to 
assure fulfillment of TVA’s reponsibilities to the power consumers of this region. 

‘lhe bill as reported to the House contains two other provisions which are also of 
serious concern. In order that your committee may be fully informed as to the 
effects of these provisions, we are also enclosing statements on these points: 

1. Reduction of 10 percent in appropriation financed expenses. This reduction 
coming on top of the very substantial reductions made administratively a year 
ago, will mean a severe set-back to TVA work in resource development with State 
and local agencies in the Valley. 

2. Reduction in the number of automobiles authorized for purchase in 1953. 
This provision will cost—rather than save—the Government money. 

We shall begin promptly to analyse the other amendments to the bill adopted 
by the House. It is apparent to use at this time, however, that these provisions, 
coupled with those described above, will present a set of limitations under which 
we cannot discharge the responsibilities placed upon us by the Congress. We 
shall be prepared to go into these matters fully with your committee at any time 
you may desire. We shall be glad to furnish promptly any further information 
which you may need. 

Sincerely yours, 





Gorpon R. Crapp, 
Chairman of the Board. 


Exursir A.—SHAWNEE UNITS 


The bill as approved by the House would eliminate four new generating units 
proposed for construction at our Shawnee steam plant. If this action prevails, it 
will seriously cripple the development of the Tennessee Valley and jeopardize the 
national defense power program. The capacity recommended by the President is 
of utmost necessity if TVA is to meet its responsibilities to its power consumers for 
power supply and to the Nation for meeting national defense requirements. 

TVA now has approved and under way a construction program which will 
increase the rated generating capacity of its system from 3,181,110 kilowatts at 
June 30, 1951, to 6,735,885 kilowatts in the fall of 1954. Even with this program, 
the system will be short by some 170,000 kilowatts at the end of 1954. Without 
additional installations to be begun in fiscal vear 1953, the continuing system 
load growth would result in a deficienev of about 900,000 kilowatts in the winter 
of 1955-56. The President’s 1953 budget therefore includes provision for begin- 
ning construction of 1,341,600 kilowatts of new power capacity. This increment 
of capacity would meet presently foreseeable load growth and provide a minimum 
reserve for new power load developments. 

The new capacity would be attained by adding generating units at hydro and 
steam plants now in operation or under construction. As a part of this program, 
TVA proposed to begin work on four additional units at the Shawnee steam plant 
near Paducah, Ky. The House denied funds for these four Shawnee units. 

The 1953 program of capacity additions was planned to meet general load 
growth through the TVA power service area. Within that area, the cities and 
rural systems that distribute TVA electricity to over 1,200,000 homes, farms, 
stores, and factories rely upon TVA for their increasing power requirements 
brought about by the expansions made necessary by the growth of the region and 
by the demands for its products by the rest of the Nation. Located in the area 
are a number of important electro-metallurgical and chemical plants, two large 
installations of the Atomic Energy Commission, and several military establish- 
ments. The estimates of general load growth were based on past experience in 
the increasing use of the various groups of consumers. Although allowance was 
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made for very modest increases in the power requirements and federal establish- 
ments located in the region, including those of AEC, the program as proposed 
assumes no major increases from substantial expansion or new defense projects. 

In view of the long time required for the planning and construction of new 
power capacity, and the probability of additional load growth during the nex\ 
4 years, it is urgently important that some margin of capacity over presently 
foreseeable loads be provided in the 1953 budget program. ‘lhe planning and 
construction of power facilities require 3 to 4 vears, whereas chemical and alumi- 
num plants, arsenals, and the like can be completed in 1 to 2 vears. ‘The provision 
of a margin of capacity is especially important because of the strategic location 
of the Tennessee Valley for new and expanded defense industries and military 
establishments. Time lost now by failure to start new capacity cannot be 
regained. 

This point was emphasized in the recent Electric by Power Study the Joint 
Committee on Defense Production, Congress of the United States, of which 
Senator Maybank was chairman, wherein it stated: 

‘“* * * Embarking on a policy of increasing the productive capacity of 
American industry during the present emergency, care must be taken to see that 
all necessary elements recuired for that increase are given due consideration and 
provided. Obviously one of these elements is electric power. Your committee 
cannot emphasize too strongly the need for realizing the long lead time required 
to increase the output of electric power. In the face of past and current predic- 
tions by men competent in this field that the Nation faces a power shortage, espe- 
cially in the Southeast and the Northwest, our policy ms ikers both in Government 
and in industry must give full recognition to the lead-time factor * * *, 

* ok * ** * * * 

“Tt must also be remembered that DEPA’s estimates for power requirements 
are based upon present military requirements. Any increase in these require- 
ments—which is entirely possible—will cause an increase in requirements for 
electric power capacity. 

“In view of these considerations, there is more danger of underestimating than 
of overestimating electric power requirements—vyet this Nation cannot afford to 
underestimate those requirements.’”! 

Under present conditions we believe that prudent plans for power capacity 
4 years hence should provide a margin of at least 7 percent. The President’s 
budget recommends capacity additions which would provide this margin. Had 
such a provision been made a vear ago in anticipating 1954 requirements, the 
indicated margin by now would already have disappeared because of the addi- 
tional loads that have developed. The margin is comparable to those planned 
by other major segments of the power industry. 

_ The four Shawnee units, totaling 540,000 kilowatts capacity, represent about 

5 percent of presently anticipated load. Thus, denial of the four units by the 
House will eliminate the 7-percent margin which we believe to be a minimum 
prudent reserve. Considering the very real probability of addition of large new 
defense power requirements before necessary new generating capacity could be 
installed, this will mean that TVA would be unable to meet its system power 
requirements in 1955. We therefore urge that your committee restore the four 
Shawnee units to our 1953 power construction program. 


Exuipir B.—Limrration ON TRAVEL EXPENDITURES 


The independent offices appropriation bill, 1953, as reported to the House of 
Representatives, includes a limitation on travel expenditures for TVA in the 
amount of $1,375,000. This figure represents a reduction of one-third in TVA’s 
budget estimate for travel expenses (from corporate as well as appropriated funds). 
Such a limitation would, in our judgment, make it impossible for TVA to discharge 
its responsibilities, including the operation and maintenance of its power system 
on a public-service basis. Moreover, it will jeopardize the meeting of critical 
construction schedules for power-supply projects for loads of the AEC and other 
important defense installations, 

Travel expense is one of the costs of getting work done—of building dams, 
inspecting and buying equipment, building and maintaining transmission lines, 
and arranging agreements with State and local agencies and with citizens. TVA’s 
estimate of $2,061,585 for travel expense is directly related to the volume of con- 
struction work included in the 1953 estimates. To cut travel expense one-third 





1S. Rep. No. 1062, 82d Cong., 2d sess,, pp. 17-18. 
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will prohibit efficient prosecution of construction schedules, cost the Government 
more money, produce waste, and seriously jeopardize the valley’s power supply 
and service. As shown in a tabulation on page 3, 90 percent of TVA’s travel funds 
are spent in the operation and maintenance of its generating plant, reservoirs, 
and transmission system, and in its program of power construction. Thus, even 
if all of the $1,375,000 provided for travel in the House bill were spent for those 
purposes, the figure would still represent a reduction of $485,000, or over 25 percent 
of the travel requirements for those activities. 


CONSEQUENCES IF LIMITATION ENACTED 


In our judgment, the serious results of the limitation will include the following: 

Adequate maintenance of generating plants, power lines, and substations 
supplying 145 municipal and cooperative distribution systems, which serve over 
1,200,000 customers including many defense industries, will be impossible because 
of our inability to maintain a field force required for this purpose. In case of 
emergency it would not be possible to dispatch men to points of trouble and 
breakdown. 

Transmission line construction crews would be immobilized and vital construc- 
tion schedules for lines to serve AEC and other defense installations could not 
be met. 

Specialized engineering personnel working out of the centralized engineering 
staff in Knoxville must make frequent trips to projects under construction. 
Without these services, job construction could not proceed. 

Engineers and other personnel now engaged in expediting equipment for dam 
and steam plant construction projects would have to be called back to their 
official stations. This would very seriously affect our ability to meet vital con- 
struction schedules. 

Land appraisers and buyers engaged in acquiring lands for these major projects 
personally inspect properties which must be acquired. We would be forced to 
attempt to carry on negotiations by correspondence, a procedure we know to be 
completely unsatisfactory. 

Work in agriculture, forestry, stream sanitation, and the like would be greatly 
hampered by inability to carry on day-to-day work with eooperating agencies. 


WHAT TVA SPENDS TRAVEL MONEY FOR 


The following analysis shows the programs for which TVA’s travel expenditures 
are made: 


| 
j 1951 actual 1952 estimate | 1953 estimate 











Amount | Percent Amount | Percent | Amount | Percent 





| | 
Operation and maintenance of dams, Thousands | Thousands Thousands 


reservoirs, steam plants, transmission | of dollars | of dollars | | of dollars 
lines, and substations. ................-. $363 21 | $427 | 20 | $469 23 
Construction of transmission lines __.--- 932 § 1, 240 | 57 1,092 53 
117 6 


Procurement of materials and equipment, | 
purchase of land, and other service ac- | 
tivities, very largely required for the | | 
BROCE NI. ct nctiannisacoswcchl lll 7 | 170 8 


| 
Construction of dams and steam plants. --| 109 6 | 130 6 





| 
j 
| 
| 
| 
| 
| 











182 | 8 

pune 5 aS. ete sat ptaiedas | 1,515 88 | 1,967 91 1, 860 90 

Ail other programs.____.-- nhise dA bnicclememnel 200 | 12 | 190 9 202 10 
Total expenditures for travel_...--.- 1,715 100 | =. 2, 157 | 100 2, 062 100 





In carrying out these activities it is absolutely necessary for many employees 
to travel from place to place within the TVA service area and, in many instances 
to points outside the valley, to carry on business relationships, negotiations, 
procurement, investigations, and to carry out technical engineering assignments 
at the site of work. Many of these matters cannot be carried out by letter, 
telephone, or telegraph. In many instances, travel is not only necessary to do the 
job economically, it is essential if the job is to be done at all. 

Travel expenses included in the item under the limitation are made up of per 
diem payments for subsistence, fares paid to common carriers, and reimburse- 
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ment for use of automobiles owned by employees used in lieu of common earrier on 
official business. 

Per diem payments account for 85 percent of TVA’s travel expenditures. It is 
important to note, however, that the average per diem allowed by TVA is con- 
siderably below the maximum allowed by the Standardized Government Travel 
Regulations. Substantially all of the per diems in connection with transmission 
line construction (accounting for 53 percent of total travel budget) is paid at 
$6 per day—which is one-third less than the maximum figure of $9 allowed by the 
Standardized Government Travel Regulations. The full $9 rate is allowed by 
TVA only in travel to cities having a population of over 500,000. All other per 
diem is paid at rates ranging from $4 to $8 per day. The per diem rates have been 
varefully calculated to pay not more than actual out-of-pocket costs; in many 
instances the employee bears a portion of the expense himself. The possibility 
of reducing travel expenditures by reduced per diem allowances is therefore not 
available. 


WHY SUBSTANTIAL TRAVEL FOR THESE ACTIVITIES IS NECESSARY 


The necessity for considerable travel in the operation and maintenance of 
TVA’s system of dams, reservoirs, steam plants, transmission lines, and substations 
arises from the nature of these functions and the wide area over which the system 
is spread. The power service area covers about 80,000 square miles. The 
system includes 24 major dams and reservoirs, 22 major hydroelectric generating 
stations, 10 navigation locks, 7 major fuel-electric generating stations, and about 
8,000 circuit miles of transmission lines and 297 substations. Thus, there are 
several hundred locations where power equipment must be operated and main- 
tained. This requires the services of trained technicians using special tools and 
equipment for both routine maintenance and in case of trouble or breakdown. 
It is most economical to concentrate these employees in a few centralized repair 
and maintenance organizations since they need spend only a few days a vear at 
any one of the several hundred locations. With this arrangement these emplovees 
must be away from their official stations much of the time. Obviously to maintain 
specialists at each location or in each local area would be wasteful of money and 
manpower. 

Over 50 percent of TVA’s travel budget is required in the construction of 
transmission lines and substations. TVA constructs these facilities with its 
own forces. The TVA service area, in which a heavy program of transmission 
line and substation construction is under way, involves 80,000 square miles as 
indicated above with some 800 miles between most widely separated points. To 
minimize travel, this area is divided into three sections with several construc- 
tion crews working in each. In the construction of transmission facilities, com- 
mon labor is obtained to a large degree at the site of the work, but supervisory 
personnel and skilled and semiskilled labor must be moved frequently to new 
projects as other projects are completed. These workers generally remain at 
one location for only a few months. To compensate them for the expense of 
moving they are allowed subsistence for a specified number of davs following 
each move to a new project. In addition to the construction forces several 
crews are required for surveving of lines and substations and purchasing right- 
of-way. These employees move so frequently that they must be paid subsistence 
almost continuously. 

The Johnsonville-South Jackson No. 1, 154-kilovolt steel tower line—about 
59 miles in length—provides a good example of travel expense involved in trans- 
mission-line construction. 

Survey crews, men acquiring the right-of-way, and engineers and inspectors 
arranging for clearing of the right-of-way were paid a total subsistence of about 
$23,000. The construction crew involved about 160 supervisorv, skilled, and 
semiskilled men. It was necessary for each man in this crew to move an average 
of two times and subsistence was paid them in the total amount of about $35,000. 
The total cost of the transmission line was about $1,500,000. The travel expense 
(virtually all of which was subsistence) of construction and other personnel 
amounted to a total of about $58,000, or about 4 percent of the total cost of the 
line, 

The drastic curtailment proposed in the amount which mav be expended for 
travel and subsistence would make it impossible to carry out the heavy program 
(nearly $50,000,000) of transmission line and substation construction necessary in 
fiseal vear 1953. This program includes a number of high-capacity lines required 
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to transmit power to the Atomic Energy Commission at Oak Ridge and Paducah 
and to the AEDC at Winchester, as well as to other important defense industries. 

TVA also constructs its dams and steam plants by force account. The need 
for extensive travel in connection with this activity arises from the location of the 
projects with respect to our central engineering organization. TVA now has 
under way five major steam plants and two major hydroelectric projects, most of 
which are located some distance from Knoxville where the centralized design, 
gape» and other engineering staffs are headquartered. The distances from 
Anoxville to the projects are shown below: 


Miles 
Shawnee steam plant (near Paducah, Ky.) ie be aN Pht Sel 354 
Johnsonville steam plant (near Waverly, Tenn.) i A ie ee pes 270 
Colbert steam plant (near Sheffield, Ala.) ___- canada baa Sea euic Yee 
Widows Creek steam plant (near Stevenson, Ala.)___..._-_--. ; 160 
Kingston steam plant (Kingston, Tenn.) _-___- : , 42 
Boone Dam (near Kingsport, Tenn.) _-_~ —- ; . - 115 
Fort Patrick Henry Dam (near Kingsport, Tenn.) _.--.--.-----. seer 102 


By maintaining central offices at Knoxville, small staffs of engineering specialists 
can serve all projects. For example, all of the projects above require some 
specialized work in connection with foundations. A small staff in Knoxville does 
this work for all projects, but frequent travel is required in doing it. To maintain 
a competent staff for this work at each project would cost many times the travel 
expense. This same situation exists for a large number of other engineering 
specialties. 

The delivery of materials and equipment is the major bottleneck in TVA’s 
ability to meet the exacting schedule of construction designed to fulfill the expand- 
ing needs for power for purposes of national defense. Completion dates on some 
important projects have already been adversely affected by this situation. Ex- 
perience over the past 2 years has proved that only through a system of con- 
tinuous personal expediting in the field can TVA’s procurement stay even close 
to its vital construction program. We expect the 1953 procurement and expedit- 
ing problems will be much more critical than in 1952, requiring much more travel 
and per diem to do the job on time. Curtailment in funds for this work could 
mean failure in 1 VA’s meeting vital construction schedules. 

The services of land buyers and appraisers are essential to the construction of 
transmission lines, dam and reservoir projects, and steam plants. The properties 
must be personally inspected and appraised by TVA personnel, and negotiation 
must be carried on with the landowners. In 1951, TVA acquired 3,337 individual! 
tracts of land, including 535 miles of transmission-line easements. The 1953 
program of transmission construction alone will require about 1,800 miles of 
right-of-way. To attempt to carry out these acquisitions by correspondence 
would be unworkable. 

Travel for programs other than construction and power account for about 10 
10 percent of TVA’s total travel budget. These programs are navigation, flood 
control, development work in such fields as agriculture, forestry, and stream 
sanitation, and fertilizer and munitions research. Many of these activities ar 
carried out cooperatively with State and local agencies and require travel in order 
to work closely with personnel of those agencies. In our recent hearing before the 
House committee, we described in some detail the greater responsibilities which 
State and local agencies are assuming in the development of the valley. TVA 
cannot effectively provide leadership toward this objective unless it works closel) 
with the agencies at the site of the job. 

We believe it is clear that an agency engaged in construction activities and 
business operations cannot carry on its work by having its employees confined 
to their offices or official stations. We do not think that the House could have 
intended this result in adopting the limitation. To avoid these drastic conse 
quences, we urge that the limitation be removed. We believe that the record 
shows that TVA has been prudent and responsible in limiting its travel expenses 
to essential operations. 





Exurbit C.—APPROPRIATION FINANCED EXPENSES 


The House has reduced the estimate for operating expenses financed from 
appropriated funds by 10 percent, or $757,000. A reduction of this magnitude, 
coming on top of a series of budget reductions and program contractions mad 
over the past few vears, would seriously impair the effectiveness of the TVA 
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program. A very substantial part of these reductions has been made adminis- 
tratively rather than through action by the Congress. Last year, for example, 
funds requested for the current fiscal year for these programs were about 20 
percent lower than the 1951 budget. The estimate was further reduced when 
the Congress applied a 5-percent cut to TVA’s budget. The reduction of 10 
percent by the House would reduce 1953 funds to about 5 pereent below those 
available in 1952. 

Adding to the seriousness of a reduction of this magnitude are two factors 
which reduce program activities even more sharply than the reduction in funds: 

1. While provision has been made for increased TVA salary rates, the cost of 
many items of expense for which no adjustment has been made has increased 
sharply. Office rentals, telephone service, materials, and supplies have all risen 
in cost. Many of TVA’s activities are carried on through cooperative arrange- 
ments with State and local agencies on a reimbursable basis. These agencies are 
also faced with higher salaries and increases in other expenses. Payment of these 
higher costs by TVA means that fewer and fewer activities can be carried out 
with a given amount of money. 

2. As the river control system expands through the completion of additional 
dams, the requirements of many of these expenses also expand. Two new dams, 
South Holston and Watauga, have recently been added to the system, and the 
Boone project is scheauled to go into service in fiscal year 1953. 

It has not been possible in the few days available to decide definitely what 
program adjustments will be made if the House reduction prevails. However, we 
have indicated below some of the more compelling reasons why the full estimate 
for appropriation-financed expenses recommended by the President is badly 
needed to carry on essential activities in 1953. 


MULTIPURPOSE RESERVOIR OPERATIONS 


\ substantial portion of the reduction would necessarily be applied to the 
“multipurpose reservoir Operations” category. Included in this category are the 
costs of operation and maintenance of TVA’s system of dams and reservoirs for 
the joint purposes of navigation, flood control, and power. Water dispatching, 
malaria control, plant protection, operation and maintenance of reservoir p1oper- 
ties, and a variety of current engineering work are all a part of this funetion. 
As indicated above, each new reservoir adds correspondingly to these expenses. 

One of the results of the very tight current budget for multipurpose reservoir 
operations has been a sharp reduction in expenditures for maintenance of the 18 
multipurpose-dam reservations. Expenditures in 1952 for this purpose will be 
only slightly above half that in the previous vear. To prevent serious deterioration 
of the facilities and higher costs in the long run, some additional funds must be 
devoted to this purpose in 1953. 

The level of plant-protection services provided at the dam reservations has 
been inereased since the outbreak of the Korean war, but the degree of protection 
afforded is substantially below that which prevailed during World War II. Re- 
duction of these expenditures would involve a risk which has previously been 
considered unwise. Any worsening of the international situation would probably 
necessitate a considerable expansion of these services. 

Reduction of engineering operations and investigations would decrease the 
effectiveness of the river-control operations in obtaining the fullest measure of 
power and flood-control benefits from the system. 


FERTILIZER AND MUNITIONS DEVELOPMENT 


Activities in the fertilizer- and munitions-development program are making 
an important contribution to current national-defense efforts. In addition to 
special reimbursable services being performed for the Department of Defense, 
TVA is undertaking as a part of its regular research program several projects 
directly related to the national defense. One of the most important relates to 
the extraction of the uranium content of the vast amounts of phosphatic ores 
mined annually in this country. Because of its unique experience and facilities 
for research in phosphate technology, TVA was urgently requested by AEC and 
USDA to undertake a large share of the research required to make available this 
new domestie source of uranium for the atomic-energy program. TVA is con- 
ducting this work as a part of its own research program and at its own expense. 
lhe 1953 estimate for research on fertilizer products and processes submitted to 
the Congress is $171,000 above the 1952 budget but involves no increase in total 
research staff, since it is offset by a decrease in reimbursable research work paid 
for by the Department of Defense. 
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RESOURCE-DEVELOPMENT ACTIVITIES 


We believe that our budget justification materials clearly show the importance 
of TVA maintaining a vigorous program in the resource-development field, even 
though the amount cf money we asked fer was very small in relation to the total 
budget. As we described in some detail before the House committee, real progress 
is being made in the assumption by local agencies of a large share of responsibilit y 
for many of these activities, so that each dollar of TVA expenditures leads to the 
investment of many more by State, local, and private agencies for the use and 
development of the region’s rescurces. Further reduction in TVA’s participation 
will jeopardize the very arrangements under which the responsibilities are being 
gradually assumed by State and local agencies. Among the most compelling of 
the needs which would be sacrificed by a program cut below the level of effective 
operation are those briefly mentioned below: 

A substantial part of our work in this field has recently been directed toward 
tributary watersheds having major water-control problems. New and promising 
techniques are being instituted for the solution of water-control and land-manage- 
ment problems on an integrated basis at the local level; a small increase in funds 
is essential to do an effective job. 

Our work in stream sanitation, which in the past has been largely analytical, 
has now reached the peint where assistance to State and local agencies should pay 
off quickly in getting the streams cleaned up. 

Forestry activities are making a substantial contribution toward increased 
supply of wood and wood products for defense needs. 

We are getting increased numbers of requests for information about the valley 
resources and about industrial-plant locations—most of them related to defense 
production. 

As new dams are added to the system, work in stream sanitation, recreation de- 
velopment, and fish and game is required in these reservoirs. 


Exurpir D.—PuRCHASE OF AUTOMOBILES 


The President’s 1953 budget estimate included the purchase of 220 automobiles, 
of which 150 would be replacement of cars now in use. The action taken by the 
House reduced the number of replacements to 110 and disallowed anv additions 
to the fleet. This action would deny TVA equipment essential to the efficient 
and economical prosecution of its program. 

In TVA, automobiles are solely a tool for carrving on its work and are assigned 
on the basis of job needs. All cars are standard models in the lowest-cost bracket 
Most of the cars are used in connection with the heavy construction program and 
operation of the TVA power svstem. Many of the job locations are inaccessible 
except by automobile and, in some cases, even where common-carrier service is 
available, travel by car is more economical and less time consuming. 

Last year TVA’s 705 cars were operated a total of 10 million miles. Almost 4 
million miles were required for the operation and maintenance of the power 
system, which is spread over an area of 80,000 square miles and has 8,000 circuit 
miles of transmission lines. Over 2 million miles were used by engineering and 
construction personnel in work on the construetion of dams, steam plants, and 
other facilities, the scattered location of which is discussed in the statement on 
travel. Two million miles were used in the acquisition, upkeep, and management 
of reservoir lards. The remaining mileage served other program activities 
agricultural, forestry, safetv, and general management functions. 

In the past 3 years fleet additions and replacements have not been commen- 
surate with the rapid growth of construction and power activities. In neither 
1950 nor 1951 did TVA request any additions to the total number of cars in 
operation. In 1952 a net incresse of only 13 was allowed in the appropriation 
language. The present automobile fleet falls far short of meeting TVA’s needs 
at this time when it is involved in its largest power-construction program and 
in the consequent expansion of its power-system operations. The demands of 
construction activity on TVA cars will be higher in 1953 than in the current year. 
As materials and equinment (for which funds were obligated in previous years) 
are delivered, the on-site construction work will increase both in volume and in 
number of locations. Total expenses of power operations are estimated to be 
about 17 percent higher in 1953 than in 1952, which is indicative of the fact that 
the power system is growing and needs more cars to operate and maintain the 
system. 
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Limitation on the size of the fleet under these circumstances requires increased 
use of rental vehicles which is more costly than use of TVA-owned cars. Rented 
cars cost 2.7 cents per mile more than TVA-operated cars (rentals, 8.1 cents per 
mile; TVA fleet costs, 5.4 cents per mile). TVA is now averaging 40,000 miles 
per month of car rentals, a total of almost a half-million miles a year. The 
excess costs of rentals amount to about $14,000—the purchase price of about 10 
new automobiles. 

Reduction in the requested number of replacements necessitates the retention 
of ears beyond the point of economic operation. TVA tries to operate its fleet 
on the lowest possible combined depreciation and maintenance cost. As cars 
become older, repair costs rise substantially. Following is a summary of TVA 
experience: 





















Average ac- | Average ac- 
cumulated cumulated 
mileage of mileage of | Direct repair 






Direct repair 






Fiseal year Se ; Fiscal year 
: vehicles | cost per mile =o vehicles cost per mile 
in service | in service | 
Dec. 30 Dec. 30 | 













| | 
Miles | Cents 1 | Miles Cents 









| 
1945 52, 900 1.93 || 1949. __- cee 33, 600 1.37 
1946 58, 600 | 1.96 |} 1950___- | 23, 400 1. 24 
1947 Ssecnee 72, 000 | 2. 49 ae ae 29, 100 1.12 
[ee 48, 400 | 1. 90 | 


| 









The slight saving in depreciation resulting from extended life does not provide 
any appreciable offset to the increase in repair cost. With high-mileage retention 
schedules, it has been found advisable to perform extensive rehabilitation work 
(including motor overhauls) at the end of 45,000 to 50,000 miles. Under the pres- 
ent retirement policy of a 60,000-mile minimum, these major overhauls are omitted 
and the initial period of life is pushed forward an average of 10,000 to 25,000 miles. 
Due, however, to the great variability in types of service, there are many individual 
units which should be retired at less than 60,000 miles. 

In the interest of economy in carrying out our activities, we request that the 
language in the President’s budget be reinstated to provide for the purchase of 220 
vehicles, of which 150 would be for replacement. 
















TENNESSEE VALLEY AUTHORITY, 
Knorville, Tenn., April 10, 1962. 





Hon. Burnet R. Maypank, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill, 1958, United States Senate, Washington, D. C. 

My Dear Senator Maypank: In our letter of March 22 we indicated that 
we would file with your committee comments on any additional provisions of the 
independent-offices apprepriation bill, 1953, as approved by the House, which 
require adjustment. There are two such provisions: (1) the requirement that 
coal be purchased under contracts with a contractor who has furnished a per- 
formance bond or other satisfactory warranty for the proper performance of the 
contracts; and (2) the requirement that only one in four vacancies be filled until 
employment is reduced to 90 percent of the estimate (the Jensen amendment). 












Contracts for purchase of coal 
We strongly urge that the amendment requiring that cecal contractors ‘furnish 
a bond or other satisfactory warranty” for the performance of their contracts be 
s eliminated. Although the amendment is in terms applicable only to appropriated 
funds, and TVA’s coal requirements are purchased with corperate funds rather 
than appropriations, in the House debate it was apparently assumed that all 
cecal purchases were covered by the amendment. TVA has required a bond 
wherever it was feasible to obtain one and whenever the value of the bond seemed 
worth its cost. <A statutory requirement of this kind, however, would be likely 
to prevent some attractive short-term purchases and cost the Government money. 
‘Lhe amendment would have no important adverse effect on our long-range, 
large-scale production contracts, and it is our hope that such contracts weuld 
ultimately cover as much as 75 percent of our ccal requirements. We believe 
however, that the flat requirement of a bond or other warranty may prevent TVA 
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from obtaining much needed coal from small producers who are unable to obtain 
bonds or furnish other warranty. The principal source of supply for TVA’s 
steam plants at Kingston, Tenn., Watts Bar, Tenn., and Widows Creek, Ala., is 
from the Tennessee mines on the Cumberland Plateau and in the Sequatchie 
Valley. These mines, situated along the Nashville, Chattanooga & St. Louis 
Railroad and the Tennessee Central Railroad, are closer to these steam plants 
than mines in any other major field, and enjoy favorable freight rates. They are 
thus a cheap and logical source of supply for the plants referred to. In both of 
these fields there are numerous small preducers, some of them mining only a few 
tons a day, but with large productive capacity in the aggregate, sufficient to take 
care of most of the fuel requirements of these three plants. The coal seams in 
these localities and generally throughout Tennessee lie in scattered pockets which 
do not lend themselves to the large-scale mining operations prevalent in west 
Kentucky and southern Illinois. TVA can purchase coal most economically for 
these plants if it takes some calculated risk of buying from small operators when 
they offer coal at prices lower than can be obtained from the larger producers 
located in other coal fields. 

The degree of risk involved from failure to deliver under a few of these con- 
tracts is greatly minimized in view of the relatively small dependence upon in- 
dividual contracts. Actual experience with small producers has been excellent. 
For almost 10 vears they have supplied more than half the coal requirements of 
the Watts Bar Steam Plant, and defaults have been insignificant. We think this 
long practical experience should be given great weight, and that coal-procurement 
policies of proven effectiveness should not be discarded without good cause. The 
sole reason advanced for the amendment was the possibility of default by small 
producers. Their performance record indicates that this possibility, although 
present with respect to any individual producer, has not materialized so far as 
over-all performance is concerned. 

If TVA is unable to contract with these small producers directly, it will either 
lose much of the tonnage from these fields entirely, or will find it necessary to 
deal with these producers exclusively through those agents or brokers able to 
meet the statutory requirements who might consolidate the supplies from several 
small producers. Under such circumstances, the small producers would be sell- 
ing through agents—but not simply as many do now because the agents perform 
marketing functions for a reasonable fee. Instead the small producers, if they 
wish to sell us coal at all, would be compelled to sell through agents for whatever 
fee might be exacted. The results would be very harmful to the small producers 
and to the interests of the Government. 

TVA’s coal purchases are on such a large scale that it must deal with pro- 
ducers in all fields within economical shipping distances, and with as broad 
a range of mine operators as possible. Whether to deal with a low bidder 
with limited responsibility or with a higher bidder with greater responsibility 
is a question of business judgment in which large potential savings to the Gov- 
ernment may be involved. We urge that the Congress impose no arbitrary 
restrictions on coal-purchase transactions which would make it impossible for 
TVA to buy coal in accordance with such business judgments based upon a 
knowledge of the facts in specific cases. It should be emphasized that TVA 
does not pay for coal until it is received, so that TVA can suffer no direct loss 
if a few small contractors should fail to perform. If a few do fail, and our ex- 
perience is to the contrary, our coal supply is not seriously affected. 


The Jensen amendment 


We urge your committee to exempt TVA from the Jensen amendment. We 
are convinced that the application of the amendment to TVA will not accomplish 
the savings it is intended to achieve, but on the contrary the inposition of a ceiling 
on personnel for the fiscal year 1953 will jeopardize the construction schedules we 
are pledged to maintain. The peculiar difficulties in endeavoring to apply such 
an amendment to TVA lie in the nature of its program. Eighty-nine percent of 
the employees paid from appropriated funds are construction workers and 22 
percent of the remainder are in activities directly and indirectly related to the 
construction program. These groups of employees are working on seven major 
projects—building two dams and five steam-generating plants; installing new 
units at existing projects; and building major transmission facilities over the entire 
system. All this is being done to meet emergency requirements for power. As 
your committee is aware, TVA conducts substantielly all of its construction 
program by force account rather than by contract. The results—both in economy 
and in ability to meet critical construction schedules—have been notable, but 
those results cannot be achieved by attempting to apply such a restrictive formula 
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on personnel as the Jensen amendment provides. The total number of persons 
employed by TVA varies directly with the size of the construction program 
approved by the Congress. Our estimates of the number of employees required 
to be employed in any given fiscal year cannot be exact. Actual employment 
depends upon the dates upon which materials and equipment are available. The 
number of persons who can be usefully employed is also affected by the weather. 
Last vear when the Jensen amendment was first enacted TVA devoted consider- 
able time in an effort to adapt its provisions to the requirements of the TVA job: 
The task of attempting to apply the one-in-four reduction formula to the changing 
demands of a construction schedule was soon discovered to be administratively 
hopeless and was abandoned. One hundred carpenters may finish their part of 
the job and be terminated. One hundred or more machinists may be required to 
take the next step, but under this alternative of the Jensen amendment only 25 
could be hired. We quickly recognized that it would be impossible to apply the 
one-in-four provision to such activities and keep construction jobs on schedule. 
For fiscal 1952, TVA therefore adopted the only alternative available to us, i. e., 
fixing 90 percent of its personnel estimates as the ceiling beyond which employment 
could not expand; this would also be our only alternative in 1953. 

So far this year, the Jensen amendment of .itself has not seriously jeopardized 
scheduled completion dates for major projects. Carrying the amendment over 
to 1953, however, would greatly pyramid the difficulties which the amendment 
poses in keeping a construction program on schedule. As explained below, a 
backlog of work is being carried over to next year—work which must be made 
up next year or schedules cannot be met. 

In a construction project extending from 1 to 3 years, as most of ours do, it 
is, of course, possible, during early stages of a job, to postpone certain parts of the 
work, even though such delay is undesirable for efficient planning. Delays 
oceasioned by late equipment deliveries as well as postponement of work made 
certain that we kept below the ceiling this vear—but it was no economy. The 
jobs postponed from fiscal year 1952 must be done before the projects are fin- 
ished and we run serious risks if we do not catch up this work during the coming 
vear. Fiscal year 1953 is particularly critical in meeting power supply commit- 
ments in view of the number of new generating units and interconnecting trans- 
mission lines which are scheduled for completion or near completion during the 
vear. Among these are: 


Rated 


aah 
s : 
Unit capacity 


Scheduled service dates 


Ki/owatts 
Johnsonville units 5-6. ....- ; 225,000 | November 1952; January 1953. 
Widows Creek units 2-4 ho pasbekkianona 337, 500 | August, October, and November 1952, 
Kingston units 14 ; 5 540,000 | May, July, September, and November 
1953, 
Shawnee units 14 ‘ 540,000 | December 1952; January, March, and 
May 1953. 
Boone hydro project units 1-3 wiasoewt December 1952: March-June 1953. 


No economy to the Government would result if the cumulative effect of such 
postponements were to delay the completion of generating units or transmission 
lines; on the contrary, a delay of even 1 month in installation of one of the units 
of the Kingston steam plant now under construction would mean a loss of revenue 
of about $500,000, and a loss of over 100 million kilowatt-hours of electricity to 
power consumers. 

The Board of TVA assures your committee that there will be no unnecessary 
expansion of its construction forces and no hoarding of personnel. We are proud of 
TVA’s record of manpower efficiency. Every pressure is upon us from the nature 
of our activities to keep costs as low as possible—personnel costs are simply one 
cost of getting a whole job done. Our payrolls are cut down promptly as soon 
as workloads decrease. We cite the fact that since 1933 and through the last 
fiscal year, in a period of constantly rising prices, TV A’s total project costs have 
averaged only 3 percent above original estimates. That record could not have 
been achieved with waste in costs of personnel. 

We shall be glad to provide any additional information your committee may 
desire or to describe in greater detail, before your committee, the problems 
presented by these provisions. 

Sincerely yours, 
Gorpon R. Ciapp, 
Chairman of the Board. 
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1953 BUDGET PROGRAM 


Senator Maysanxk. Will you proceed, Mr. Clapp, but first, how 
much did you ask the budget for? 

Mr. Crapp. Our request to the Bureau of the Budget will be 
supplied in a moment. 

Senator Maypank. I want to see what the budget granted you, 
the budget request, and the figures what the House ‘granted you, but 
I would like it to be in the record in one place. 

Mr. Ciapp. We will put that in the record. 

(The material referred to follows: ) 


| Request to | Request in r c 
|the Bureau of} President’s | Approved by 


| the Budget | budget = | the House 

| | | 
Rae Dae Dee oP S Rapa iene ETL 
For acquisition of assets , a a Oe | $193, 802, 000 | $192, 450, 000 | $164, 450, 000 
PP CRI... oicicccncne lh Rete Sia ee 8, 378, 000 | 7, 577, 000 6, 820, 000 


RMN: Coccclokctexchcienlwweee pI SRhd ob ebehendoneweeuds 202, 180, 000 | "200, 027 7, 000 | ‘VW 1, 270, 000 
i | | 


CONSTRUCTION OF DAMS AND STEAM PLANTS 


Senator MayBank. I want to say that it was cut on the floor, too. 

Mr. Criapp. It was cut both by the recommendations of the com- 
mittee and on the floor. 

Our request before the House in the President’s budget was for a 
new appropriation of $200,027,000 for 1953 and of that amount over 
$192,000,000 was to be for construction of dams and steam plants. 

Senator Mayspank. The House cut you from four steam plants to 
two steam plants? 

Mr. Cuiapp. Yes, in one of the additions we proposed they reduced 
the appropriation request by some $28,000,000 which is the amount 
we had included for four additional units to be built at the site of 
the Shawnee steam plant. Shawnee is the plant we are building 
near Paducah, the initial four units of which are to supply the Atomic 
Energy Commission facility there. 

Senator Roperrson. When do you expect those four plants to 
be finished? 

Mr. Ciapp. We would finish the additional units so they would be 
available in the winter of 1955. Steam-plant units these days require 
about 3 years for their completion. 

Senator Roperrson. It is my understanding that the need for the 
power for those four plants would not occur at the new atomic plant 
until a year later. 


ADDITIONAL UNITS AT SHAWNEE 


Mr. Cuapp. The four additional units which we proposed. at 
Shawnee and for which the House struck the money were not 
specifically for the purpose of meeting new loads at the atomic-energy 
plant, but were to help meet our general load growth in the entire 
TVA-service area. 

Senator Rogertson. You say on page 2 of your justification that 
you are now of the opinion that the delay in finishing these four plants 
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at the time contemplated will seriously jeopardize the national-defense 
power program. 

Mr. Capp. That is right. 

Senator Ropertson. But not the atomic-energy program? 

Mr. Crapp. No, not specifically, as we now understand it. That is 
correct, sir. These four units at Shawnee which are to be added to 
the four units which we are already building there would be a part 
of a larger power-construction program designed to give us enough 
additional capacity by 1955 to meet the estimated load growth 
between now and that time. 

Senator Ropertson. Before we leave this point that I have in mind, 
I want to ask this: Are these four plants to be built under the general- 
welfare clause? 

Mr. Cuiarp. Senator, the TVA Act as passed by the Congress 
authorizes the TVA to build power plants, including hydro and 
steam. 

JOHNSONVILLE STEAM PLANT 


Senator Rospertson. I realize that, but you remember we had a 
long argument and debate when you built or proposed to build the 
Johnsonville plant. We had a long argument over the authority of 
the Government to build an independent steam plant. The Johnson- 
ville plant was hooked up in some way with the proper utilization of 
the Tennessee hydroelectric flood-control navigation program? 

Mr. Ciapr. That is correct. 

Senator Ropertson. But it would appear to me now that we have 
completely abandoned that concept, and I just wondered about the 
authority. I do not question the fact that the Congress has author- 
ized you to build steam plants, but I am wondering what authority 
Congress had to build steam plants. If the Congress has the power to 
build plants, would not the Congress have power to build steel plants 
or any other kind of plants it wanted? 

Mr. Ciapr. I am not qualified to discuss constitutional questions, 
but with respect to the concept you refer to of relating these steam 
plants to the river development, | want to say definitely we have not 
abandoned the idea of using steam plants as a means of improving the 
quality of the power in the hydro system. 

Senator Ropertson. In the past the steam plant has been urged 
upon us as a necessary complement to the full utilization of the hydro- 
electric plant, but my point was we are now apparently abandoning 
that concept. It is not a question of firming up any power from a 
hydroelectric dam. It is going into the production of power; is that 
correct? 

PURPOSE OF NEW STEAM-PLANT FACILITIES 


Mr. Cuapp. In part that is correct, with respect to a large portion 
of the new steam-plant facilities that we are building and that we will 
have. But if I might explain more fully, much of the steam capacity 
the TVA is building today is being built for the specific purpose of 
supplying national defense loads and high load factor loads. If you 
segregate those amounts from the normal loads of the TVA, and relate 
the remaining steam to the hydro system, we still have need for steam 
capacity that can be used to firm up the hydro capacity in the river. 
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Senator Roperrson. Far be it from me to challenge the need for 
more power. We can utilize far more power than is now available. 
I was just raising the issue, first, as to the power of Congress to pro- 
duce anything that the Congress might decide is needed in a defense 
program or any other kind of program. 

The second proposition, assuming we are going to vote that the 
Congress can build any kind of plant, is that it will contribute to the 
national defense program, but could the work be done by private 
industry which was our original way of producing the things that the 
Government needed? 


CONSTITUTIONAL QUESTION AND STATUTORY AUTHORITY 


Mr. Cuapp. There is in the record, and I would be glad, if you wish, 
to get it and present it for filing in this record, a careful and official 
legal opinion filed with this committee in connection with the new 
Johnsonville plant. The opinion covers both the constitutional ques 
tion and the statutory authority of the TVA to build steam plants. 
That I think would throw a great deal of light on the constitutiona! 
question. 

Senator Ropertson. Is it impossible to get private industry to 
come in here and furnish the power that this new atomic-energy plant 
will need? 

Senator Maypank. We had that in the hearing before, but do you 
want it printed again? 

Senator Ropertson. No. I would rather you just refer to the 
specific place in the record if it is printed. 

Mr. Crarp. I will do that. 

(The information referred to follows:) 

Two memoranda by TVA’s General Counsel on the constitutionality of pro- 
posed steam plant at New Johnsonville, Tenn., appear on pages 1050-1058 in 
hearings before the subcommittee of the Committee on Appropriations, Hous: 
of Representatives, Kightieth Congress, second session, on the Governmen! 
Corporation appropriation bill, 1949, and on pages 294-308 of the hearings 
before the subcommittee of the Committee on Appropriations, United State- 
Senate, Eightieth Congress, second session, on the Government corporations 
appropriation bill, 1949, respectively. 


AVAILABILITY OF PRIVATE POWER 


With respect to your other question, the availability of power 
from private power company sources to supply the Atomic Energy 
Commission plants that are right in the middle of our service area, 
it would be an extremely complicated and difficult financial problem 
for any private utility to come into that area and build a plant; 
such a plant would either have to depend upon TVA as sole outlet 
through the TVA system for distribution to its retail outlets through 
municipalities and rural electric cooperatives, or become a captive 
plant of the Atomic Energy Commission, able to count on no other 
market. 

Senator Ropertson. You mean that in all the area that the TVA 
now serves we have what amounts to Government monopoly and it 
is just not feasible for private industry to come into that area? 

Mr. Criapp. That is correct. It is true that in the new Paducah 
facility as now planned and authorized, and which the Atomic 
Energy Commission is building, half of the power is to be supplied 
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from the initial four units of TVA’s new Shawnee plant and half by 
a plant being constructed by Electric Energy, Inc., a combination of 
private utility companies organized for the specific purpose of build- 
ing that plant. We will supply a half million kilowatts. 

Senator Rosertson. I was not aware of the fact—possibly I was 
uninformed—that the Paducah area was already within this Govern- 
ment monopoly area of i VA but these new steam plants would put 
you up into that area? 

’ Mr. Crapp. Paducah is within the watershed of the Tennessee 
River system. It is right at the mouth of the river. The actual 
location of the Shawnee plant, which has to be near water, is on the 
Ohio River a few miles from the precise boundary of the drainage 
area of the Tennessee. For all practical purposes the TVA covers, 
with its transmission lines and service area, a large part of that area, 


HOUSE ACTION 


Senator Rosertson. I have not read either the House hearings or 
the House debate, but I was under the impression that when the 
House voted to eliminate these four plants at Shawnee that the 
House took the position that these private agencies to which you 
now refer who could come in and furnish half the power, if given 
an opportunity, would furnish it all. Is that correct? 

Mr. Crapp. That 1 do not know. 

Senator Ropertson. Could they furnish it all if given the oppor- 
tunity? Could they build the plant as well as the Government and 
furnish all the power? 

Mr. Carp. I am sure the private companies in the area north of 
Paducah could build a plant if they could finance it. Of course the 
plant they are building at Joppa while privately financed is under- 
written by the power contract with the Government. The Govern- 
ment will pay for it through the purchase of the power but the Govern- 
ment will not own it after it has paid for the plant. 

The private companies will own the plant. 

Senator Ropertson. I have not given up hope we may work out 
some plan for peace in the world. We might work out some plan 
for international disarmament which would include cessation of the 
manufacture of atomic bombs. If such a plan would be worked out, 
and we stop manufacturing atomic bombs, because we have agreed 
to live in peace in the world, what would be the use made of the 
tremendous amount of power that these four Shawnee plants would 
produce? 

Mr. CLtapp. Senator, the power from those units would be absorbed 
rather quickly in the normal development of the domestic and in- 
dustrial consumption of that region. Power consumption is growing 
at a very rapid rate, not alone for defense purposes but for normal 
purposes as well. The increase in rural electrification, the increase 
in domestic residential use, the increase in industrial use from the 
new industrial development that is building up on the resources of 
this great region are going to use up all the power that the TVA 
system can possibly supply. 

Senator Rogpertson. I will not question this witness any more, 
Mr. Chairman. I have gotten off of my chest a few preliminary 
questions I wanted information about. 

Senator MAYBANK. Please proceed. 
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LANGUAGE LIMITATION ON TRAVEL 


Mr. Ciarp. The other items that we have covered in our letters 
to the chairman of this committee, Senator Maybank, include as the 
next item an urgent and deeply felt request that the committee 
eliminate or exempt the TVA from a travel limitation placed upon it 
by action of the House. I hope the committee will bear with me while 
I go into that in some detail. Because of the nature of the work in 
which TVA is engaged and the way we organize our work, a limitation 
on travel expense will not only be very costly and expensive to the 
Government, but in this case it would actually make it impossible 
for us to carry out the construction and operation and maintenance 
work we have to do. 


BUDGET ESTIMATE FOR TRAVEL 


The estimate in the President’s budget affecting TVA for travel 
expense was $2,061,585. That is for the entire TVA. The limitation 
put upon it would reduce that by one-third, or put a ceiling of 
$1,375,000 on our travel expenses. That would cover both corporate 
and appropriated funds. 

As I pointed out in the letter to the chairman and the exhibit 
attached, travel expenses in the TVA cagnsist primarily of per diem 
payments to employees. It also includes payments to railroads, and 
the cost of automobile transportation where private automobiles 
are used, but it pays primarily for keeping men in the field to do the 
work of TVA. 


TRAVEL PERSONNEL 


Senator Toye. Might I inquire at this point? What are the classi- 
fications of these men that would be traveling? 

Mr. Ciapp. Twenty-three percent of the 1953 estimate for travel 
expenditures is in connection with the operation and maintenance of 
dams, reservoirs, steam plants, transmission lines, and substations. 

Senator MayBank. Page 3, section B, has it all set out, Senator. 

Mr. Ciapr. There is a table there to which I was just referring. 

Senator Tuyr. Do you not assign them specific stations? 

Mr. Ciarp. Wedo. But in many instances we find it more econom- 
ical to have traveling crews doing construction and maintenance work 
and as relief operators than to add to our payroll by increasing the per- 
sonnel permanently stationed at one place. 

I would like to ask Mr. Wessenauer, our manager of power, to ex- 
plain by concrete cases just how these travel expenses arise. 

Senator MayBank. Without objection that will be done, unless the 
Senator wanted to ask further questions. 

Senator Toyz. No thank you. 


JOB TRAINING TRAVEL 


Mr. Wessenaver. The first item which Mr. Clapp referred to, 
23 percent, is the amount of money which was paid for travel expenses 
to operating personnel. For example, in order to man the new power 
generating stations as they come into service, we have a training pro- 
gram under which we train men over a 2-year period. 
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The training program contemplates that these men will obtain on- 
the-job training at existing generating stations where they can become 
familiar with the equipment they will be called upon to operate. Be- 
cause the equipment differs among plants, it is necessary to move them 
from time to time in the training program from one location to another 
and finally to move them into the plant to which they are permanently 
assigned. We estimate that $27,000 will be required in moving such 
men from one place to another during the 1953 fiscal year. 


TEMPORARY ASSIGNMENTS 


We have some old steam plants which are used intermittently. 
We do not man those plants the year round except for a skeleton crew. 
When it is necessary to put those plants into operation during dry 
seasons of the year, we transfer men from other plants to such plants 

for a temporary period of 2 or 3 months. 

Senator THyr. What would be the maximum travel these men 
would have to engage in in order to go to their plant? 

Mr. Wessenavurr. They would travel perhaps two or three hundred 
miles. 

Senator Tuyr. Once they were they would be stationed for the 
period of the low-water mark and that might be 2 or 3 weeks or a 
month? 

Mr. Wessenavurr. They would not be traveling daily. ‘Travel 
expenses” is a misnomer, because most of this money is used to pay the 
man per diem while he is away from his home station. Let us say we 
have a man stationed at Watts Bar steam plant in east Tennessee. 
That is his home and official base. He is an operator there. We 
move him from there to Wilson Dam when that plant goes into 
operation. He may stay there for 60 to 90 days. He gets $6 a day 
to cover his living expenses while he is away from his home base. He 
travels down once and back, but most of the money is for the per 
diem which he is allowed while he is away from his home station. 

Senator Toys. Let me take a man by the name of Jones, we will 
say. How many days out of the year does Mr. Jones receive the per 
diem because he is away from his home station? 

Mr. Wessenaver. That man may be away from his home station 
between 60 and 90 days. 

Senator Toys. Of a year? 

Mr. WesseNAUER. Yes. 

Senator Tarr. The only reason he is away from his home station 
is that he is managing a plant which you only operate in the low water 
period? 

Mr. Wessenaver. That is right. 

Senator THye. How many of those men do you have that rove 
in the manner you have described? 

Mr. Wessenaver. We estimate that in 1953 there would be be- 
tween 60 and 80 men involved in that type of operation. 

Senator Taye. If you have $2,061,000 involved in this, that is a 
terrific amount of money. 
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TRAVEL DURING CONSTRUCTION OF TRANSMISSION LINES 


Mr. WessenAveER. Yes but let me explain further, please. The 
largest part of that total, as you will note in looking at the table, is the 
$1,092,000 involved in the construction of transmission lines. In 
the construction of transmission lines we begin with the necessary 
surveying. Crews of men are out along the line moving from place 
to place as work progresses along the line. First they determine 
the general location of the line. Then they come back to stake the 
line. There will be some surveying done to identify property lines, 
so in negotiation with the property owner we will know exactly what 
part of his property is being traversed by the transmission line. 

Levels must be run so the engineers will have information needed for 
designing the line. After the line is designed, the surveying crew will 
have to go back over the line in order to stake out the structures so the 
construction crews will know precisely where to build the transmission 
towers. The surveying crews of from five to eight men are on the 
move most of the time. They may stay 10 days or so at one location. 
While it would be possible to keep them longer at one place, it would 
take longer to get to and from the site of the work. It is therefore more 
economical to move the men to another town closer to the job. For 
that reason those men are on the move practically all the time and 
they are paid $6 a day to cover room and board while they are away 
from their home base. 

Following the surveying is the clearing of the right-of-way. We 
have some men whose jobs are to go out and arrange with local people 
to cut the right-of-way, identify the part that is to be cleared, and see 
that the clearing is properly done by the contractor. 


NEGOTIATIONS WITH PROPERTY OWNERS 


There will be men in the field negotiating with the property owners 
for the acquisition of the right-of-way. They also will be moving from 
place to place along the line. We estimate that in 1953 about 
$375,000 will be required for travel of men engaged in surveying and 

right-of-way acquisition and clearing. 

As the committee knows, the transmission lines and substations 
are constructed by our own forces. Unskilled laborers are employed 
locally and as we move along the line, the men are terminated at one 
location and others are employed at the next location. In the case of 
skilled classifications—linemen who erect the towers and string the 
conductors—the men are moved from placed to place as the work 
progresses. They are paid $6 a day for not to exceed 18 days at any 
location which is the average amount that we would have to pay if we 
were to move them from one home station to another. 

Senator Tuyr. How many miles of new construction of transmission 
lines do you have in this budget request? 

Mr. Wessenaver. We will be completing during the fiscal year 
1953 about 2,000 miles of transmission line. 

Senator Tuyr. Is that on an average with the number of transmis- 
sion lines you constructed in the present fiscal appropriation? 

Mr. Wessensaver. No. I think it will be a little more. In 
the present fiscal year 1952 we w ill be completing about 1,600 miles. 

Senator Toye. So you have about 400 more miles? 
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Mr. WessENAvER. Yes, sir. The alternative, in carrying out our 
operating program and construction program, to the payment of 
travel expense is to do something which I consider to be uneconomical. 
For example, in the intermittent steam-plant use I spoke of a minute 
ago, if we were to keep men with the necessary skills stationed at that 
plant the year round just to operate it a few months, we would be 
paying a lot of money for personal services and much more than what 
we pay for moving some men from other plants for a temporary period. 
Of course, this practice will necessitate payment of some overtime to 
the personnel remaining at the plant from which the men are trans- 
ferred. Considering this factor, it will still be a much less expensive 
operation. 

MAINTENANCE PERSONNEL TRAVEL 


Another illustration is in the maintenance program. We have 
crews Which move from plant to plant or from substation to substation 
in order to handle the large maintenance items. They are qualified 
technically to do these jobs. It is cheaper for us to move them and 
pay their per diem while they are away from their home station than 
it would be to station additional maintenance crews throughout the 
area. 

Senator Tuyr. That is all, Mr. Chairman. 

Senator Hitt. How many municipalities and co-ops and consumers 
are you serving today? 

Mr. Wessenaver. We are serving 96 municipalities and 50 co- 
operatives at the present time. They in turn serve over 1,200,000 
ultimate consumers. 

Senator Hitut. That 1,200,000 also includes your industries such as 
defense industries? 

Mr. WesseNAvER. Yes, sir. We serve directly a relatively few 
establishments. Travel is so much an essential part of getting the 
job done economically that if we are unable to pay the men when we 
take them away from their home station we would be immobilized 
and could not get the work done. 

Senator Hiuu. It is almost like trying to run a railroad without 
having the men going away from their home base; is it not? 

Mr. WrssENAUER. Yes, sir. 

Senator Hitu. In other words, if you do not let a men go out, 
the job has to be done and it would cost more. So, it would be an 
uneconomical and wasteful operation if you tried to run it on any 
other basis? 

Mr. WaussENnAvER. The first problem would be to find the men you 
would need at all these points. Second, the extra amount of money 
that would have to be paid in wages would be far in excess of any 
amount of money that is used for paying the per diem while men are 
away from their home station. 

Senator Hin. In this way you get the maximum use out of a man 
for his employed time? 

Mr. WessEenaver. That is right. 

Senator Maysank. How do the private companies do? 

Mr. Wessenavrer. They do the same thing. 

Senator Hitt. Do you know of any power company in the United 
States that does not use this system? 
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Mr. Wessenavurr. There may be in very concentrated areas like 
New York City, but any system such as we have, which is spread over 
a large area, would have to use this method. 

Senator MayBank. Please continue, Mr. Clapp. 


EFFECT OF TRAVEL LIMITATION 


Mr. Crapp. I appreciate the fact that the committee let us explain 
that item in considerable detail. It is not a travel expense to cover 
what people ordinarily think of as travel. It is the cost of operating 
and doing business. The limitation would make it impossible for us 
to do the work we are supposed to do. 

Senator Hitt. Was that limitation written in on the floor? 

Mr. Cuiapp. It was a committee provision. 

Senator Hii. It was a general provision? 

Mr. Ciapp. That is right. We had no idea that the committee 
had us specifically in mind. 

Senator Hitut. They put it in to apply to all the agencies in this 
bill, 30 agencies in this bill. 

Senator RoBertson. There is over $6,000,000, too. 

Senator Hitu. It would apply to everything in the bill as now 
written. 

Mr. Cuapp. It caught us in the process. 

Senator Hiiu. Your problem is a different problem from the average 
Government agency like these other agencies such as the Federal 
Trade Commission and the Securities and Exchange Commission as 
well as the War Claims Commission? 

Mr. Cuiapp. That is correct. 

As this table on page 3 of the supplement to my letter to the chair- 
man indicates, a very small portion of the total amount of travel 
expense relates to programs other than the operation, maintenance, 
construction, and procurement of materials and those things which 
are the heart of TVA’s program. We are earnestly seeking the removal 
of that limitation. 

If I may proceed, the next item that I want to refer to is covered 
rather completely in my letter to the Chairman under exhibit C, 


March 22 
APPROPRIATION-FINANCED EXPENSES 


Senator Hiti. Appropriation-financed expenses. 

Mr. Ciapp. That is right. The House in its action applied a per- 
centage reduction which reduced our appropriation-financed expenses 
by 10 percent. Those expenses relate to the operation of our multiple- 
purpose reservoirs, providing security patrol and safety protection 
on those properties, malaria-control expenses, upkeep of grounds and 
roads on Government properties. 

It also covers the fertilizer and munitions research and our resource- 
development programs. The total amount is $7,577,000 for all pro- 
grams. The 10 percent cut, therefore, is $757,000. 

This statement in exhibit C explains in considerable detail the 
effect of that reduction. I wish now to simply make this additional 
specific statement about it: We have reduced in past year, and par- 
ticularly in recent vears of our own violition, in our own initiative, 
the expenditures in these categories. 
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Senator Mayspank. How much have you reduced them? I do not 
mean in dollars and cents but approximate percentages? You are 
referring here to 10 percent. You say you reduced them yourself. 

Mr. Crapp. From about 1946 on, Mr. Chairman, we have brought 
these figures in resource development down by better than a third. 
The fertilizer and munitions expense has stayed about the same. 
The multiple-purpose reservoir operation has gone down, relatively 
speaking, except that the total amount of appropriated funds for that 
purpose has gone up because we used to finance it out of corporate 
nonpower proceeds which are now paid directly into the Treasury. 


POWER REVENUE 


Senator Maysank. Is there a statement in here as to the total 
amount of fees? 

Mr. Cuarp. Yes. 

Senator Maypank. Wil! you mention it, please? 

Mr. CLape. We estimate we will pay in 1953, from power proceeds, 
$14,000,000. The payments from nonpower sources will be $5,000,- 
000, making a total of $19,000,000. 


MAINTENANCE OF PROPERTY AND ROADS 


The difficult thing about this 10-percent reduction, Mr. Chairman, 
is that it comes on top of reductions we have been making, and means 
that in our reservoir oper ations we will either have to skimp on 
security control and protection or on maintenance and upkeep of 
properties which then in some subsequent year yo have excessive 
maintenance costs, and in the long run cost the Government more 
money. 

Senator Hiti. Will vou ulustrate that for the record? 

Mr. Ciapp. We have around the dams public roads, roads that are 
on Government property. Roads that become a part of the State 
highway systems are turned over to the State and the State takes over 
the maintenance. Those left in TVA custody must be maintained by 
the TVA. If we do not keep up an orderly maintenance of those 
properties, they will deteriorate. They get heavy public use because 
we get millions of visitors at these dams. If the maintenance is 
slighted for 2 or 3 years in a row, then we get excessive maintenance 
costs and have to put more money in a single year for heavy repair 
than we would have paid in 2 or 3 years if we had kept up a normal 
maintenance schedule. 

Guard rails along the road deteriorate and need to be replaced. 
Fences need to be re epaired, and things of that kind t: =n ‘n care of, 

We schedule our maintenance on the most economical basis. If we 
are not permitted to maintain those schedules of maintenance, then 
ultimately the replacement cost comes sooner. 


AUTOMOBILES 


The next item mentioned in the letter to the chairman has to do 
with a reduction which was made by the House in the number of 
automobiles we would be permitted to purchase. We propose that 
we be authorized to purchase 220 automobiles, of which 150 would be 
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for replacement of cars now in use. The House action reduced the 
number of replacements to 110 and disallowed any net additions to 
the total. The simple result of that will be that we will have to rent 
more automobiles, and those rentals cost us about 2.7 cents per mile 
more than the operation of our own automobiles. We cannot very 
well reduce our mileage because our construction program is expanding 
and our operations are expanding with the addition of new plants and 
facilities. Therefore, the net result will be to increase the cost of this 
transportation item. We therefore urge that we have restoration of 
the original proposal so we can do the most economical job possible. 

In my letter of April 10 to Chairman Maybank, I urged that the 
committee consider very carefully the additional amendments that 
were made by the House which we had not had an opportunity to 
analyze and review at the time I wrote the March 22 letter. 


PERFORMANCE-BOND REQUIREMENTS 


In the course of the House debate an amendment was adopted which 
would require the TVA to exact performance bonds or some form of 
assurance of performance from all contractors who would supply coal 
to TVA. 

Senator Mayank. I have letters on that. I will read part of this. 
The substance of the letter is that there should be performance bonds. 
This letter is from the Nashville Coal Co. 

Senator Hiiu. Before you go into that, may I ask a question? 

Senator MayBANnkK. Yes. 


MOTOR-VEHICLE COSTS 


Senator Hiti. Can you tell us anything about what happens if you 
rept a car? 

Mr. Ciapp. We have made a very careful analysis of that, Senator. 

Senator Corpon. It was 2.7 cents a mile more; was it not? 

Mr. Cuapr. That is right. The rental car costs almost 3 cents a 
mile more than it costs to operate our own cars. 

Senator Ropertson. What does it cost to operate your own cars? 

Mr. Crapr. The cost of our own is 5.4 cents per mile, based on 
last year’s record. 

Senator Robertson. What does that include? 

Mr. Criapp. That includes all of the out-of-pocket costs, main- 
tenance, and depreciation. 

Senator Ropertson. What kind of cars do you use? 

Mr. Ciapp. We use Chevrolets. They make up our fleet at the 
present time. Of course, that kind of cost performance is based upon 
certain practices with respect to how long vou run these automobiles. 
If we run them, say, bevond 60,000 miles and contemplate keeping 
them until we have run them about 75,000 miles, then at 50,000 we 
must give them a major overhaul in order to get economical operation 
for the remaining 25,000 miles. 

Senator Ropertson. How long does it take you to run them 50,000 
miles? 

Mr. Crapp. I will get the figure for you in a moment, Senator. 
The figure is about 3 vears. 

Senator Corpon. How many years? 
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Mr. Crapp. ‘Three years on the average. Some of them will reach 
50,000 miles much sooner than that. You will notice on page 3 of 
exhibit D, which the chairman was referring to, that when we had an 
average accumulated mileage of vehicles in service of 72,000 miles our 
direct repair cost alone was about twice as much as it is now with an 
average mileage of about 30,000 miles. 

The practice we are trying to observe now is to replace our vehicles 
at about 60,000 miles and thereby eliminate that major overhaul, 
which does not produce as good a result as a new car. 

Senator Rosertson. Around 50,000 miles do you get good oil 
usage? 

Mr. Ciapp. That I do not happen to know. We get very economi- 
cal operation with these automobiles to a certain point. 

Senator Ropertson. You do better than I do with mine. 

Mr. Crapp. The secret is in being able to replace on a reasonably 
rational basis. 

Senator Hitu. This data is in the record? 

Senator MayBank. Yes. 

Senator Hiri. I just want to bring out the fact how this cost goes 
up if you keep the car too long and how you can operate on your own 
much more economically than you can by renting a car or some other 
transportation. 

Mr. Crapp. That is right. The additional expense that additional 
rentals would require in 1953 if we are not able to buy new cars in 
sufficient number would take care of about a third of our proposed 
replacements. 

Senator Hitt. You mean just for that one year? 

Mr. Ciapp. Yes, sir. 


COST TO REPAIR AUTOMOBILES 


Senator Corpvon. There is a curious relationship in that direct 
repair cost per mile as exhibited on page 3. I notice in 1945 the 
costs were much less than they are today. It cost 1.93 cents per mile 
repair cost for your cars averaging 52,900 miles of service. In 1949, 
when the price was much higher, 48,400 mile average, cost you only 
1.90 cents. In 1946, which was 1 year later than 1945 when there 
had not been much change, 58,600, only 1.96 cents, or three-tenths of 
a cent more per mile than the year before. In 1945 it was 1.96 cents. 
In 1946 though your vehicles are almost 6,000 miles per vehicle older, 
t is only three one-hundredths of a cent more, Then when you 
take 1948 where they were much lower in average mileage, only 48,400, 
and where costs had gone up very considerably, we are down to 1.90 
cents. There does not seem to be any logical relationship between 
average costs, mileage, and the rate of cost of doing business. 

Mr. Ciapp. Senator, I think you are citing differences so small in 
the cost column as to be differences without a meaning. 

Senator Corpon. If they had no meaning, you should not have 
put them in there. 

Mr. Ciapp. The meaning is in the marked contrast when you begin 
to approach the extremes. 

Senator Corpon. There is an extreme between 48,000 and 58,000, 
but maybe not to you. 
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Mr. Cuiapp. The figure at 72,000 which shows 2% cents per mile 
direct repair cost and the figure at 58,000 which shows 2 cents approxi- 
mately, 1.96, which to me would be 2 cents, the difference between 2 
cents and 2% cents I would suppose would be significant. 

Senator Corpon. So is the other figure. 

Mr. Criarp. As to why they vary just that way by hundredths of 
a cent, I do not know. Maybe our automotive experts would know. 
Maybe it is not right for me to say those differences do not have mean- 
ing. They may have great meaning to our automotive engineers. 

Senator Corpon. Any time when you go from 48,000 to 58,000 or 
add 10,000 miles to the average life of your car and only have that 
difference in increase of cost, I cannot understand a sudden jump at 
any particular spot. I have driven cars up to 50,000 and 60,000 
miles. Most of us have. 

Senator Maybpanx. Are there any further questions? 


FURTHER DISCUSSION ON PERFORMANCE-BOND REQUIREMENTS 


I ask unanimous consent to place this letter in the record. It says, 


The TVA appropriation bill will be before the Senate very soon and I sincerely 
hope that Congressman Gore’s amendment to Congressman Baker’s amendment 
will be stricken out, making it mandatory that contractors with the TVA furnish 
performance bonds guaranteeing performance on contracts which are awarded 
them, 


Senator Ronertson. Who was writing that? 
Senator Maypank. The Nashville Coal Co. It says further: 


Such a requirement will eliminate the speculators and undoubtedly insure that 
TVA will secure its coal at the lowest possible prices based on certainty of per- 
formance. Asa matter of proper procedure, contractors who presently hold con- 
tracts to furnish coal to TVA should be required, even at this late date, to furnish 
performance bonds covering those contracts. This would insure delivery or, fail- 
ing delivery, indemnify the TVA and protect that agency against increased coal 
costs. 

The statement has been made that TVA has not lost a penny on its coal pur- 
chases. That may be true as of today. If, however, the coal market should 
change, as it might, and the fly-by-nights and the speculators, who have not been 
required to furnish performance bonds, fail to deliver under the contracts which 
have been awarded to them, the TVA may pay much more for the coal, which it 
must have, by reason of having to enter a seller’s market. Awards to responsible 
coal people, backed up by adequate performance bonds, will result in TVA secur- 
ing its coal for its many steam plants on a sound and proper basis. 

(The letter referred to follows:) 

NASHVILLE Coa Co., INc., 
Nashville, Tenn., April 9, 1952. 
Hon. Burnet MAYBANK, 
Chairman, Senate Appropriations Subcommittee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR MAyYBANK: As you know, there has been considerable publicity 
given to the methods by which the Materials Division of the TVA has awarded 
coal contract involving between $65,000,000 and $75,000,000 for its various steam 
plants. 

According to independent investigation, the results of which have been widely 
published, the great majority of these contracts have been awarded to companies 
which have no coal mines, no dependable sources of supply and no financial 
stability. Frankly, our company, like many others, has made bids on many 
invitations, has the coal, is financially able to guarantee performance, but has 
received awards on only a small amount of the tonnage bid upon, although in two 
instances, we were low bidder. This circumstance, however, is not the reason for 
this letter although, like every other company, we are always striving for business 
The awards which have been made by TVA indicate that there is something very 
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peculiar in its methods, and, as citizens and as taxpayers, rather than sellers of 
coal, we are interested in seeing that proper procedures are followed in the spending 
of taxpayers’ money. The TVA, in its invitations to bid, states that bidders to 
whom awards are made shall, within ten days after the award, execute a bond 
guaranteeing performance under the contract but nullifies the value of this require- 
ment by a proviso to the effect that the authority may, at its option, waive execu- 
tion of the bond, in which case the cost of the bond shall be paid to the Authority 
by the contractor. So far as we are able to determine, bonds have been waived. 
Whether the cost of the waived bonds has been paid in to TVA, we do not know. 
So far as we are concerned we have not been required to furnish bonds on such 
business as we have received and neither have we been required to pay the premium 
on the waived bonds to TVA. 

In a debate upon the floor ot the House on March 21, Congressman Howard 
Baker offered an amendment to the TVA appropriation bill, which amendment 
provided that no funds appropriated for the TVA shal! be used for the purchase of 
coal unless the purchase is made under a contract with a contractor who has 
executed a bond guaranteeing performance of the contract. Congressman 
Baker’s amendment was further amended by Congressman Albert Gore, by the 
insertion of the word ‘‘performance”’ before the word ‘‘bond”’ and adding after the 
word ‘“‘bond,” the words “‘or other satisfactory warranty.” “Or other satisfactory 
warranty” is an extremely indefinite phrase and leaves the determination of what 
constitutes a “satisfactory warranty” completely in the hands of the Purchasing 
Department of the TVA, which already is being criticized because of its methods. 
With the awarding of contracts involving millions of dollars, it seems that all 
companies which merit such awards should be financially responsible and capable 
of securing bonds guaranteeing performance. 

The TVA people are insisting that if bonds are required, it will increase the cost 
of coal to them. This does not make sense, since their invitations to bid, as 
stated above, provide,that if the performance bond is waived, a successful con- 
tractor shall pay the cost of the waived bond to the TVA. Therefore every 
bidder must or should figure the cost of the bond in his bid. Of course, it is highly 
probable that no bidder would consider the cost of a performance bond in the price 
of the coal upon which he was bidding. Even if he did, however, the cost would 
be infinitesimal. As a matter of fact, taking a specific instance, a performance 
bond on a contract recently awarded would cost less than 2 mills per ton. And 
even if the cost of a pertormance bond was added to the bid price of the coal, 
would it not be worth 2 mills per ton to TVA to insure performance on a contract 
involving many millions of dollars? 

Parenthetically, it might be pointed out that TVA should be interested not only 
from the dollar standpoint but from the standpoint of national security, inasmuch 
as a great part of TVA’s present expansion program is reputed to be designed to 
furhish power for the Atomic Energy Commission. Nonperformance by irrespon- 
sible bidders and fly-by-nights who have been awarded contracts involving many 
millions of dollars will undoubtedly hamper the Atomic Energy Commission’s 
power program and result in increased cost and certainly disrupt various coal 
markets and endanger the national security. 

The TVA appropriation bill will be before the Senate very soon and I sincerely 
hope that Congressman Gore’s amendment to Congressman Baker’s amend- 
ment will be stricken out, making it mandatory that contractors with the TVA 
furnish performance bonds guaranteeing performance on contracts which are 
awarded them. Such a requirement will eliminate the speculators and 
undoubtedly insure that TVA will secure its coal at the lowest possible prices 
based on certainty of performance. As a matter of proper procedure, contractors 
who presently hold contracts to furnish coal to TVA should be required, even at 
this late date, to furnish performance bonds covering those contracts. This 
would insure delivery or, failing delivery, indemnify the TVA and protect that 
agency against increased coal costs. 

The statement has been made that TVA has not lost a penny on its coal pur- 
chases. That may be true as of today. If, however, the coal market 
should change, as it might, and the fly-by-nights and the speculators, who have 
not been required to furnish performance bonds, fail to deliver under the contracts 
which have been awarded to them, the TVA may pay much more for the coal, 
which it must have, by reason of having to enter a seller’s market. Awards to 
responsible coal pe ople, backed up by adequate performance bonds, will result in 
TVA securing its coal for its many steam plants on a sound and proper basis. 

With kindest regards, I am 

Yours very truly, 
Justin Porrer. 
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TVA COAL PROCUREMENT 


Senator Ronerrson. I assume that letter relates to the question 
that I saw in the newspapers about a contract which was let to some- 
body, a very large one, somebody who was not in the coal business 
and he had no financial responsibility at all. He was just a fly-by- 
night promoter who stuck in a low bid and got a tremendous contract 
without any visible means of delivering. 

Mr. Crapp. Whatever impression the news stories did convey or 
intended to convey, that summary of the situation is not an accurate 
one. 

Senator Ropertson. Please outline what the news stories were that 
I read. Iam sure you remember them better than I do. You were 
at the far end. 

Mr. Crapp. The Chicago Tribune was trying to make the point 
we were not dealing with the big coal dealers who are, as they put it, 
more responsible than those who have access to small mines that do 
not have big outputs. 

Senator Corpon. Were they not really trying to make the proposi- 
tion you were not dealing with coal dealers at “all? 

Mr. Cuapp. Some of the m, but they knew better than to make that 
flat assertion, because the large bulk of our coal contracts are with big 
coal suppliers. 

Senator Corpon. They made that flat assertion. 

Mr. Criarp. Then they were wrong. 


POSSIBLE CONTRACT WITH NONCOAL PRODUCER 


Senator Corpon. They discussed a contract they said you made 
with a tavern keeper, according to the article I read, who never dug 
a pound of coal ora ton. W hat about that? 

Mr. Ciapp. He may have been a tavern keeper. He also handles 
coal. Whether that is an appropriate relationship for a businessman 
to get into, I do not know. 

Senator Rospertrson. That was not the newspaper statement. He 
will handle coal after you have agreed to buy it from him because 
he went out to buy and get somebody to go in with him. The article 
I saw said that when you made the contract with him, he not only 
was not in the coal business but never had been. 

Mr. Cuapp. Senator, let me explain how these coal problems 
develop and how we handle our coal supply. 

Senator Corpon. Why not give a responsive answer to the question, 
Did you make a contract with a man who was not and never had been 
a coal producer? You can say “Yes,” or “No.” 

Mr. Crapp. I am sure we have made contracts, not just one, but 
we have made contracts with men who act as agents or who have 
plans to get into the coal business. It is not a business that is closed 
to all newcomers. There must be a first time for an operator to 
become a coal operator. 

Senator Corpon. That is a platitude and we all understand it 
The answer is ‘‘Yes.’”’ Now please go from there. 

Mr. Crapr. The question of course is whether or not we will get 
the coal. We have every reason to believe we will. If we do not 
get the coal from the contractor, we do not pay him any money. 

Senator Corpon. That is all perfectly clear. 
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COAL SUPPLY 


Mr. Criapr. The situation with respect to TVA’s coal supply is this: 
In those plants that are to be supplied primarily from the ‘Tennessee 
and East Kentucky deposits, we will have to and we will rely upon 
the Tennessee mines for a substantial portion of our coal for plants 
near those deposits. Those de ‘posits in Tennessee are mostly small 
deposits. They are scattered. They are not the big mines such as 
you find in East Kentucky, in southern Illinois, in west Kentucky 
and down in central Alabama. We have had experience with the 
production in those mines. We have been buying coal from the 
Tennessee deposits for the Watts Bar steam plant for 10 years. 
Last year about half of the coal we got for the Watts Bar steam plant 
came from large produce ers. 

Senator Hitt. That was one of the first steam plants you built? 

Mr. Crapr. That is correct. We built that in 1941. It has a 

capacity of 240,000 kilowatts. Half of the coal that we have been 
bea visine for the Watts Bar steam plant comes from what is referred to 
in the trade as large suppliers. But the other half comes from small 
producers who produce, say, roughly, under 50,000 tons a year, which 
would be in the order of 100 to 150 tons a day. That is a small mine. 

During the 10 vears we have been buying coal from these small 
producers, a large number of whom have supplied as much as one third 
to one half of our coal for that Watts Bar steam plant in recent years 
have performed just as well under their contracts as the large suppliers 
have. 

Senator Corpon. There is not any reason why they should not if 
you make a contract with them on the basis of their known ability to 
supply. You could not expect them to make the same kind of a record 
if you asked them to supply more than the reasonable experience indi- 
cates they could supply, or if you made a contract with one who had 
never supplie “| any, because you are gambling then. 

Mr. Ciapr. Some of these who have supplied coal to us at Watts 
Bar gained their first experience in the coal business in supplying us. 
There has to be a first time for somebody always in anything. He is 
not born into the coal business. 

Senator Corpon. Hardly. I think I understand that. You are 
not born supplying coal. I agree with you. 

Mr. Cuapp. The record of performance of these small operators is 
a good one. 

Senator Corpon. As long as you are into that, you and I are going 
to have to work it out. 1 want to know how many contracts you 
made and for what amount and when were people to supply you with 
coal who had never produced coal? What the record was in each 
instance, also. 

Mr. Ciapp. We can undertake to find that out. 

Senator Corvon. Let us have it. 

Mr. Cuapr. I do not have it with me. 

Senator Corpon. But I want it. 

Senator Maysank. Without objection, will you get the statement 
up that Senator Cordon has asked for, the amount of coal purchased 
from them, people who never sold coal before? 

Mr. Cuapp. Yes. We will try to get that up, Mr. Chairman. 

(The statement referred to follows:) 
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Set out below is the performance record since fiscal year 1945 of contractors at 
Watts Bar who were new in the coal business at the time bids were submitted. 


Fiscal year 1945 





| Tons sched- |'Tons received 
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Fiscal year 1946 

No awards made to bidders new in the coal business. 
Fiscal year 1947 

No awards made to bidders new in the coal business. 


Fiscal year 1948 


Tons sched- |'Tons received 
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Fiscal year 1949 


No awards made to bidders new in the coal business. 


Fiscal year 1950 


No awards made to bidders new in the coal business. 


Fiscal year 1951 


No awards made to bidders new in the coal business. 

In fiscal year 1948 the A. M. Excavating Co. and Haydel & Son did not complete 
their contracts. This was done with TVA’s permission because we did not need 
the coal] at that time. 

COAL CONTRACTS 


Senator RoBertson. Do you have a firm price for a given period 
of months, or do you have an escalator clause in there? 

Mr. Ciapp. Our contracts which run for a long period have escalator 
provisions in them. Spot purchase contracts, of course, would not. 

Senator Robertson. How does that relate to a competitive offer 
to furnish natural gas if you have got an escalator clause in a contract 
for coal? 

Mr. Cuiapp. One would have to make an estimate as to the prob- 
abilities of the range of coal costs within which the price would move 
as affected by labor costs, which is the primary escalator provision, 
and the term for which you can get a fixed price for the gas. You 
cannot get a gas price fixed for a very long period of time. 

Senator Rosperrson. You can get it fixed for a year; can you not? 

Mr. Cuapp. Yes, and possibly longer. 

Senator Rosertson. Do you have any coal contract running for a 
period of a year and running past this spring at a fixed price when the 








INDEPENDENT OFFICES APPROPRIATIONS, 1953 439 


wage contract of the United Mine Workers expires? Do you have 
any contract for a fixed price beyond that period? 

Mr. Criapp. I believe not. 

Senator Rosrertrson. Do you have to figure at all on whether you 
are actually going to get the coal or gas considering the competitive 
situation? 

Mr. Cuiapp. Senator, we do not have a gas supply for any of our 
major steam plants. 

Senator Ropertson. I understand you do not, but I wondered 
if any of them wanted to come in on that contract. 

Mr. Ciarp. We tried to get a gas supply for the Johnsonville 
steam plant, but the Federal Power Commission would not grant a 
license or certificate to the company that was going to supply us. 
The price that we had negotiated with the gas company would have 
been competitive with coal at Johnsonville and would have saved us a 
very sizable amount of money in our operating costs at that plant 
because we would have taken it on an interruptible basis. But we 
were unable to get gas under the contract because of the action of 
the Federal Power Commission. 

The specific amendment that the House adopted relating to coal 
contracts would require a performance bond or some assurance of 
ability to deliver under the contract. 

Senator MAyBANK. What kind of an assurance outside of a bond 
could it be? 

Mr. Criapp. That we do not know yet. 


EFFECT OF PERFORMANCE-BOND REQUIREMENT 


Senator Maypank. I imagine you would not deal with anybody 
who did not think they could give assurance to deliver. I do not 
quite understand the House amendment. It is not only a performance 
bond but an assurance. What is it? Is a man worth $100,000 or 
$50,000? 

Mr. Ciarp. We do not know yet exactly what the alternative to a 
performance bond would be in applying such an amendment. 

Senator Robertson. Just discuss the performance bond. Would 
it make the price of coal high? Would it exclude small business from 
bidding? What is the situation and why do you object to it? 

Mr. Ciarp. We object to it for these reasons: We as the consumer 
would have to pay for the performance bond anyway in the price of 
the coal. In some instances under our experience where a perform- 
ance bond has been offered, we negotiated the performance bond out 
of the picture in order to get a reduced price for the coal. 

Senator MayBank. Do the big companies put up a performance 
bond? 

Mr. Ciapp. Frequently they do—at least when we require it. 

Senator Corpon. Always? 

Mr. Cuapp. Not always. 

Senator Corpvon. Why do you make a difference? 

Mr. Ciapp. Because sometimes in lieu of a performance bond we 
get coal at a lower price. 

Senator Corpvon. Do you mean you do not always have to pay for 
the cost of the bond, that some absorb it and some refuse? 

Mr. Cuapp. Some, will have their bids sufficiently low so it is not 
that important in relation to the price. 
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Senator Rospertrson. The Consolidated Edison in New York that 
is furnishing power to a large part of the city is the largest consumer 
of coal outside of the steel plants in the United States. Do they 
require a performance bond? They have to enter into a long-term 
contract because they cannot have their power shut down. Do they 
have a performance bond? 

Mr. Cuapp. I would imagine they have performance bonds on a 
number of their contracts. Mr. Wessenauer tells me we do not know 
whether they require them in all cases or in any. 

Senator Roserrson. Would not an alternative to a performance 
bond, if a coal company is so rich and powerful, be that if they make 
a contract and violate it, you could sue them for damages? Whereas 
somebody who has been running a tavern and not making too good a 
success of it enters into a contract, and if he did not have a bond you 
would be out of luck because you would sue him and get no blood out 
of the turnip. 

Mr. Cuiapp. That is a part of it. The other reason for our objec- 
tion to the performance bond is it does rule out of the picture a large 
number of small producers who are in the aggregate important 
producers in these Tennessee deposits. If they are ruled out, then 
that resource is unavailable to our steam plants and actually our 
bidding systems then become discriminatory against these small 
producers. 

Senator Maysank. Are the small producers controlled by the 
union of John L. Lewis? 

Mr. Criapp. Most of them are union mines. 

Senator Rosperrson. Do they give you a lower price for your coal? 

Mr. Criape. They give us a lower price because the contracts are 
awarded on a bidding basis on the lowest cost per B. t. u. content 
delivered to the plant. They come in on a low-bid basis. 

Senator Ropertson. Then it is not a proposition of using Govern- 
ment funds in violation of sound business practices to develop a lot 
of little coal mines, but you are asking for competitive bids, and by 
letting some of these little coal mines compete who could not furnish 
the bond unless you paid for it, you saved money for the Government? 

Mr. Ciapp. That is correct. 

Senator Tuyr. Have they failed in their performance? 

Mr. Crapp. Some of them have but on the whole the record is good 
I was citing the experience of some 5 years with our Watts Bar sup- 
ply where roughly two-thirds to one-half of our supply came from 
large mines, large operators, and the other half came from small pro- 
ducers. The failure in both types of suppliers to deliver the tonnage 
we expected was about in the same degree. 


SOURCE OF COAL SUPPLY 


Senator Hiiu. It seems to me you summed up this story in your 
letter of April 10 in these words: 


The principal source of supply for TVA’s steam plants at Kingston, Tenn. 
Watts Bar, Tenn., and Widows Creek, Ala., is from the Tennessee mines on the 
Cumberland Plateau and in the Sequatchie Valley. These mines, situated along 
the Nashville, Chattanooga, & St. Louis Railroad and the Tennessee Central 
Railroad, are closer to these steam plants than mines in any other major field, 
and enjoy favorable freight rates. They are thus a cheap and logical source of 
supply for the plants referred to. In both of these fields there are numerous 
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small producers, some of them mining only a few tons a day, but with large pro- 
ductive capacity in the aggregate, sufficient to take care of most of the fuel re- 
quirements of these three plants. The coal seams in these localities and gener- 
ally throughout Tennessee lie in scattered pockets which do not lend themselves 
to the large-scale mining operations prevalent in west Kentucky and southern 
Illinois. TVA can purchase coal most economically for these plants if it takes 
some calculated risk of buying from small operators when they offer coal at prices 
lower than can be obtained from the larger producers located in other coal fields. 


Then your next paragraph I will not read, but it says that actual expe- 
rience with small producers has been excellent. Then you go on to say— 

We think this long practical experience should be given great weight, and that 
coal procurement policies of proven effectiveness should not be discarded without 
good cause. 

Senator Corvon. Mr. Chairman, I think we ought to have more in 
this field from the looks of this request where the Government is 
going to be asked for millions upon millions to complete this over-all 
steam-plant installation by TVA. They are going to have to operate 
the plants with steam that comes from the use of coal. So it is a 
continuing problem. It is going to get larger over a period of time. I 
think we ought to have furnished here for the committee’s study a 
table on which is shown the defaults in contracts for furnishing coal, 
the size of the contract, the extent of performance, and time and reason 
for default, so we can measure the necessities for securing the Govern- 
ment against default. 

Senator Rosertson. Would you be willing to include one other 
item in that? 

Senator Corpon. Anything that will help throw light on the 
subject matter. 

Senator Rosrertrson. And for the analysis of this coal situation to 
include the lowest bid of a responsible company which would either 
furnish its own bond or be worth enough not to need a bond and the 
lower bid of those who could not furnish the bond and how much the 
bond would have added to the price of the coal if the Tennessee Valley 
Authority had furnished the bond. 

Senator MayBank. If that is agreeable, I will ask Mr. Clapp to get 
that information up for us. 

(The information referred to follows:) 

1. Following is a listing of the contracts for coal at Watts Bar steam plant from 
fiscal years 1945 through 1951 showing tonnage contracted for and delivered. 
During a substantial part of the period covered by the table below TVA experi- 
enced favorable water conditions and was able to reduce fuel requirements below 
those anticipated. Therefore, where the list shows less delivered than contracted 
for, it does not mean a default on the part of contractor. Usually it results from 
his willingness to ship less or from TV A’s willingness to take less because of reduced 
requirements. The only default is discussed in note 2. 


Watts Bar steam plant contracts awarded fiscal year 1946 


LARGE CONTRACTORS 


| - ; 
Contract Term of | Delivered 








| 
Co ; 

ontract No. | Contractor tonnage | contract | tonnage 
T V-83053 . . - = Southwestern Fuel Co. 85,800 | 1 year 45, 609 
T V-83051. ......| Garland Coal Co 10, 400 ae 3, 792 
P'V-83050. ...| Meadow Creek Coal Co. 56, 550 | do | 37, 545 
TV-83052. . . _- ..| Stearns Coal & Lumber Co... i 12, 000 |. pea 5, 859 
TV~83055. .. | Southern Coal & Coke Co Sook | 37,700 do | 31,177 
T V-83058 . | Love & Amos Coal Co. con} OL 900 1. ...00..:....| 190,812 
FV Gal ws nsscte ans do.. . .-------| 100,000 | do. |} 125, 096 
D VG dk ecnec | West Kentucky Cia wctdccnsnpiciacesgaaceal Ree 914 months..| 129, 283 

OO PIERRE LRN iia See a a Re SP ceiicchnncunss 499, 173 
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Watts Bar steam plant contracts awarded fiscal year 1945—Continued 


SMALL CONTRACTORS 


Contract No. Contractor 
l'V-83054 Patten Coal & Stoker Co 
TV-83056 C. E. Werner, Jr 
T V-83057 Dixie Diamond Coal Co. 
TV-S81085 ! Wartburg Coal Co 
TV-83157 Paul Walker 
K-45-9 Mary Glen Mining Co 
K—44-26997 Capitol Coal Sales, Inc 
K-45-480 do 
K-454477 do 
K~45+47 H. A. Griffith 
K~45448 Cedar Point Coal Co 
K-45-4 Rennebaum Coal Co 
K-~45+479 H. A. Griffith 

Pe csecnas iia ei - 


Total for fis- 
cal year 1945 


) 


Contract Term of 
tonnage contract 
13, 200 | 1 year 
38, R00 do 
25, 000 do 
120, 000 do 
18, 000 _..do 
1,650 | 15 days 
3,600 | 3 months 
» 


, 860 | 6 months 


5, 620 do 
10,000 | 2 months 
2, 500 do 
3,000 | 1 month 
10, 000 | do 





830. 


930 | 


{ 


| Delivered 
| tonnage 


9, 737 


22, 419 
21, 999 





10, 360 
| 16, 362 


7, O61 


14, 783 


9 RW 
2, YS0 
4, 469 


133, OS6 


— 


1 The coal under this contract was awarded to this company as sales agent for various small producers, 


Watts Bar steam plant contracts awarded fiscal year 1946 


LARGE CONTRACTORS 


Contract No Contractor 
i 

Cl V-87970 Meadow Creek Coal Co 
'V-87971 Southwestern Fuel Co 
I'V-87972 West Kentucky Coal Co 

I V-87704 Southern Coal & Coke Co 

C V-87977 Love & Amos Coal Co 

Total 


SMALL CONTRACTORS 


T V-87973 Patten Coal & Stoker Co 

T V-87975 Dixie Diamond Coal Co 

T V-87976 Werner Coal Sales Co 
Total 


Total for fiscal 
year 1946. 


Con 
ton! 


+r 
bo 


5l 
240 
S4 
189 


630 


tract } 

lage contract 
250 | 1 year 

750 do 


500 | 2 years 
000 | 1 year 
, 000 ._..do ~ 
, 500 . 


22,500 | 1 year 


30 
| 30 


| Ro 


713 


, 000 | do.. 
000 |. do 
. 500 

, 000 


Watts Bar steam plant contracts awarded fiscal year 1947 


LARGE CONTRACTORS 


Contract No. Contractor 
T V-95030 Meadow Creek Coal Co 
TV-95031 Garland Coal Co 
T V-95034 Love & Amos Coal Co 
PV-95035 Southern Coal & Coke Co 
T V-96801 Meadow Creek Coal Co 
Total. ; a 


! 
Term of |Delivered 


tonnage 


143 


3 


oo 


6, 362 


| Delivered 
tonnage 


20, O4t 
19, 736 
100, 254 


26, 792 


| Contract Term of 
| tonnage contract 
12, 000 | 544 months 
46, 400 do 
100, 000 do 
27, 000 do 
12,000 | 5 months 


197 


, 400 


12, 045 


178, 
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Watts Bar steam plant contracts awarded fiscal year 1947—-Continued 


SMALL CONTRACTORS 


. y ‘ Cc ac 
Contract No. Contractor ontract 
tonnage 


Dixie Diamond Coal Co 5. 000 
Caritol Coal Sales, Inc | 20, 650 
Bransford Frel Co 500 
Werner Coal Co 500 
V. P. Serodino 5. 000 
Kemmerer Coa] Co 000 
796803 Dixie Diamond Coal Co 52, 400 


Total 050 


Total for fiseal 450 
year 1947. 


Watts Bar:steam plant contracts awarded fiscal year 


LARGE CONTRACTORS 


. Contrac 
Contractor ee 


790385 Garland Coal Co 202, 200 
799416 4 Love & Amos Coal Co 255, 000 
’QO417 do 210, 000 
799418 do 52, 500 
799419 do 73, 997 
7-H0A do 35, 202 
7-KRA do 5. 600 
99420 Southern Coal & Coke Co na) 
T~ROA___. ) 000 
7~99421 : West Kentucky Coal Co « 000 
’_Q6804 ; Garland Coal Co : 39, 500 
7807 Love & Amos Coal Co 000 
6808 West Kentucky Coal Co +5, 000 
7809 Southern Coal & Coke Co }, 000 
 V-O8676 Merdow Creek Coal Co 000 
T V-OR8672 ah Southern Coal & Coke Co 5, 000 
K-48-117 do 2. 750 
K—48-118 Monroe-Warrior Coal Co 2 TAO 
K-48-120 Southern Coal & Coke Co 2, 700 
K-48-121 Stearn Coal & Lumber Co 3, 300 
.-48--129 West Kentucky Coal Co 4, 000 
48—5026 do 2. 750 
18—ADGR Love & Amos Coal Co 000 
48-5069 Monroe- Warrior Coal Co 4,125 
48 2 Love & Amos Coal Co 000 
48 Stearns Coal & Lumber C 2, 500 
48-13 Southern Coal Co 000 
48~13: do 000 
48-5072 Merdow Creek Coal Co 2. 0) 
48-140 Garland Coal Co 5, 000 
418-6010 Love & Amos Coal Co. 5, 000 
. 48-6060 Garland Coal Co , 000 
.~-48-152 do 5. 000 
48-4) 57 Southern Coal & Coke Co 500 
.-48-156 Merdow Creek Coal Co 5, 000 
.~48-H075 Southern Coal & Coke Co . 500 
. 48-9004 Mesndow Creek Coal Co 5, 000 
48-9014 Stearns Coal & Lumber Co R25 
18-9027 ..| Garlard Coal Co....... , 500 
48-9028 _ do 5, 000 
48-9013 --| Monroe- Warrior Coal Co 3. 850 
48-0049 Southern Coal Co . 300 
48-6034 Mesdow Creek Coal Co 5, 000 
48-148 j | Love & Amos Coal Co » 500 
.- 48-6041 Monroe-Warrior Coal Co 3, 850 
18-146 | Southern Coal Co , 000 
48-1044 | West Kentucky Coal Co 5, 000 


— 
‘I 
T 
T 
T 
T 
— 
‘I 
T 
~ 
I 
— 
: 
I 


Am ee eA eC CCS 


Tots ; 7 ee cabienkaa . . 1, 896, 759 
‘V-61A Bransford Frel Co 107, 800 
"V-99422 3 Dixie Diamond Coal Co 68, 240 

STA Werner Coal Sales 61, 800 
’~ 96800 Williams Coal Co 6, 600 
96805 Werner Coal Sales 7.000 
’~ 96806 _.| Bransford Fr el Co 15. 000 
’-98673_ . Lester Coal Co 4, 000 

98675 Walker Coal & Mining Co 10, 880 
"98706 Williams Coal Co 16, 000 
18-3 s Cedar Point Coal Co 5 500 


Term of 
contract 


516 months 
do 
2144 months 
do 
do 
5 months 
do 


Term of 
contract 


30 months 
do 
ado 
do 
do 
do 
do 
do 
do 
do 
5 months 
5144 months 
5S months 


»> months 


l month 
4 months 
2 months 
6 months 
1 month 
2 months 
1 month 
14g month 
9 months 
do 
66 months 
246 month 
16 month 
1 month 
2 months 
4 months 
144 months 
do 
15d ivs 
1 month 
do 
do 
4 months 
2 months 
1'4 months 
15 days 
1 month 
144 months 
1 month 
do 


214 months 


30 months 
do 
do 

5 months 
do 
do 

4 months 
do 
do 

2 months 


Delivered 
tonnag 


5, 190 
12. 641 
622 
1, 250 
349 


3, 493 


Delivered 
tonnage 


173, 443 
1 218. 147 
1 203, 319 

57, RA5 
177,010 

58, 149 
1 127, 867 
76. 520 
114, 287 
204. 990 
1), O38 

1f, 264 


97 R36 


9. 633 
6. SSN 
fF 148 
2 AHO 
1, 249 
2. 472 
3. 365 
4.417 

979 
7, 544 
4. 200 
46, 239 
3.014 
5 O74 
10, 803 
7.050 
13, 624 
4. 935 
1. ORS 
24.029 
7.120 
9 640 
4.555 


6, 281 


6. 674 
6, 203 
3, 043 
1, 444 
5, 398 
9,810 


1, 619, 401 


105, 142 
114. 304 
61, 683 
1, 489 
6, 333 
7, 704 
3. 760 
6, 703 
10, 128 
5, 808 
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Watts Bar steam plant contracts awarded fiscal year 1948—Continued 





LARGE CONTRACTORS—Continued 





. . | Contract Term of |Delivered 
Contract No. Contractor | tonnage | contract tonnage 
Pa a — os ——— = —— Cite -_———— | = 
K-48-119 Werner Coal Sales- | 11,000 | 11 months-__-| 11, 427 
K-48-5036 Kearns Coal Co | 550 | 1 month____-| 742 
K-48-5070 Cedar Point Coal Co | 7,000 | 8 months.__-| 7, 245 
K-48-4 1 do 60, 000 |.....do ae 65, 79: 
K-48-128__.. Bransford Fvel Co z é 2,750 | 1 month__-..| 3, OF 
K-48-5071 Kearns Coal Co iit 825 | . 77 
K-48-—5074 ..| Paul Farmer 800 | 144 months_.| 752 
K-48-134 Kirkpatrick Coal Co 1, 250 | 444 months.. 1, 23 
K-48-139__. do_. ‘ - 750 | 4 months 209 
K-48-6042__- Bransford Fuel Co. 1,200 | 1 month - 1, 28 
K-48-6031 _. Dixie Diamond Coal Co 10,000 | 84% months 10, 244 
K-48-131 Noah Dobbs Coal Co 4,000 | 1 month 5, O81 
K-48-13 H. A. Griffith 25,000 | 1442 months 24, SS! 
K-48-6055 A. M. Excavating Co 5,000 | 1 month 3, 38 
K-48-6050 Werner Coal Sales 6,000 | 4 months | 6, 801 
K-48-149 Hydel & Son : 1,360 | 3 months 24 
K-48-151 Noah Dobbs Coal Co. 2,500 | 1 month 2, 92% 
K-48--6076 Patten Coal & Stoker Co 500 | 2months 78 
K-48-9003 Kearns Coal Co 1 month 1, 408 
K-48-9039 Walker Coal Mining Co 244 months 4, 503 
K-48-9026 Williams Coal Co. 3 months 5, $20 
K-48-09042 Kearns Coal Co. -_- 1 month 1,39 
K~48-6033 Mountain Land Products Co 14% months 7! 

K-48-6037 Werner Coal Co . 5 days 1,0 

K-48-6035 Williams Coal Co 3 months 2,4 
K-48-6047 Bransford Fre] Co 5 do &, 38i 
K-48-145 Capitol Coal Sales 20, 000 do j 28, 479 
Total 490, 508 23, Bt 

Total for fiscal | 

year 1948 _— ; eidesons ‘ : 2, 387, 267 2, 142, 963 

rhis coal under this contract was awarded to this company as sales agent for various small producer 


Watts bar steam plant contracts awarded fiscal years 1949 and 1950 


There were no contracts awarded during these vears since some of the contracts 
awarded in fiscal vear 1948 were for 30-month periods which extended over and 











covered the coal requirements of the plant for these years. 
Watts Bar steam plant, contracts awarded fiscal year 1951 
LARGE CONTRACTORS 
. . Contract Term of | Delivers 
ontrat 0 Contracto 
; ract N achat tonnage contract tonnag: 
TV-8082A Logan & Kanawha Coal Co 46, 500 | 1 year 58, 028 
CV-8083 A Southern Coal & Coke Co 18, 000 do 3, 12 
'V-S084A Diamond Coal Mining Co 225, 000 do 162, O82 
TV-R8O85A.. Davidson Coal Co 90, 000 do R2. Qn 
Love & Amos Coal Co 34, 628 
TI aE el le csi it lea lettie aiaaeiimaiGaiaddaadedaa 414, 128 |_. 325, 40 
SMALL CONTRACTORS 
TV-S077A Will'ams Coal Co 29,200 | 6 months 
TV-S078A Capitol Coal Sales, Ine 27,750 | 1 year. . 
P'V-S079A Cedar Point Coal Co.! 2 225, 000 | do 
TV-8080A V_ P. Serodino, Inc.! 51, 588 | do 
T V-S081 A - Volunteer Coal Co.- 45, 000 |. do 
TV-S8086A Bransford Fuel Co.! 69, 300 | do | 
C-51-17534 Capitol Coal Sales, Inc 7,600 | 5 months 
C-51-18086 do 7,500 | 4 months 
C-51-18628 do 2,400 | 1 month 
C-51-16924 Williams Coal Co. 15,000 | 4 months 


Total 480, 238 | 425, 
Total for fiscal 
year 1951 894, 366 750, 847 


iis contractor defaulted. 
e coal under these contracts were awarded to 
ducers. 


TI 
7 





hose companies as sales agents for various smal! pro 
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Contract defaults —Only one contractor, the Cedar Point Coal Co., has de- 
faulted on its contract. This company, operating as a producer and sales agent, 
defaulted on a 225,000-ton contract for 1 year’s delivery in fiscal year 1951 after 
delivering 37,577 tons for Watts Bar steam plant. The coal on the uncompleted 
portion of this contract was secured on the open market at no additional cost to 
TVA. Thus TVA has to date lost no money because of defaulted contracts. 
This company defaulted by consistently failing to furnish coal of the quality 
guaranteed and became hopelessly behind in the delivery of its contract tonnage. 
The Authority terminated the contractor’s right to proceed on February 12, 1951, 
and purchased the tonnage subsequently in the open market for the account of 
this company at no excess cost to the Authority. 

3. Added costs of coal if performance bond required.—A policy of requiring per- 
formance bonds would be costly for TVA, as can be illustrated by the experience 
in fiscal vear 1952. In this fiscal vear we have reason to believe that four of the 
low, and therefore successful, bidders offering 165,000 tons of coal for use at Watts 
Bar steam plant would have been unable to secure performance bonds. TVA 
would have been forced to obtain this tonnage from the next higher bidders, 
issuming that they could have obtained performance bonds, as we believe they 
could. Under those circumstances TVA would have been required to pay at least 
an additional amount of $33,165 for this tonnage. We believe this is a fair illus- 
tration of what would occur with much greater amounts involved if performance 
bonds are uniformly required in future years. 


PROTECTION FOR SMALL COAL PRODUCERS 


Senator Corpon. Going further into the thing, it would seem to 
me there is a middle ground where full protection can be given to small 
producers. I must of course agree with the witness that no baby is 
born an experienced coal miner and he must mine the coal mines his 
first time. I believe that we not only ought to advance private enter- 
prise but I think individual initiative ought to be recognized, too. 
That means to give people who may not be born coal miners or with 
coal mines an opportunity to get into the business if they want to get 
intoit. That means to offer whatever market the Government has to 
little people as well as big. But where there is as vast a need for ton- 
nage as there is in TVA, there should be some reasonable ground for 
division between re quirement for a guaranty of performance and non- 
requirement. Nonrequirement might well rest in the field of con- 
tracts with individual producers where the total amount of any given 
contract does not rise above a certain amount. Their security of 
supply is bound in the very number of the contracts. 

If two or three fail utterly, the result is of no great consequence as 
far as TVA is concerned. On the other hand, a failure of a large con- 
tractor might very well disrupt things very considerably. So, if we 
can have a list of the contracts over some period of not over 5 years, 
a list of all the contracts with each one indicative of the amount to be 
supplied by that particular contractor, we can ourselves, after a study, 
present possibly sound limitations that are based upon a full knowledge 
of this subject. 

(The information referred to has been inserted, beginning on p. 441.) 

Senator Ropertson. Mr. Chairman, I would like to ask the witness 
one question. Do you know whether or not the United Mine Workers 
have taken a position on the subject of these bonds? 

Mr. Cuarr. No; I do not. 

Senator Maypanx. Are there any further questions? 
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SALES PROMOTION 


Senator Tuyr. I have one question. I note an item here of about 
half a million dollars for sales promotion. What is the nature of that 
sales promotion? It is found on page 32 of this budget program. 

Mr. Cuiapp. That is a part of our power- operating expense. I[ am 
going to ask Mr. Wessenauer, our power manager, to explain that to 
you. 

Mr. WessENAUER. We have a small staff which assists in customer 
problems relating to the use of electricity on the farm, in the home, 
in the store, or factory, questions coming up with respect to air con- 
ditioning, use of water svstems on the farms, and so forth. The 
TVA staff is mainly a staff of technicians to assist the municipalities 
and cooperatives. Part of $500,000 is reimbursed to TV A. The 
amount is shown further up in the table. About $170,000 is paid to 
TVA by the municipalities and the cooperatives in connection with 
that work. Thus, TVA’s part of the program cost is shared by the 
municipalities and cooperatives. 

Senator Tuyr. Have you changed the manner of distribution in 
the sale of fertilizer to dealers? 

Mr. Cuarp. We have changed it in this respect, Senator: We have 
entered into some experimental contracts with six or seven private 
distributors who submitted evidence of interest in trying out the 
educational features that go along with distribution of TVA material. 
We wanted to get some of their cost-distribution experience and some 
of their judgment and administrative experience compared with the 
experience of the cooperatives who distribute most of our material, 
It is working very well. 

Senator Ture. I have had some complaints on it. 

Mr. Ciapp. I would like to hear them. I would like to know what 
they are so that we can supply you with information or do something 
about the complaint. There is bound to be a difference in the degree 
of compliance and good faith among the distributors who are handling 
a special kind of fertilizer material at a time when all fertilizer mater- 
ials are scarce. We assume the good faith of all the distributors 
who have contracts with us. They agreed to use these to see that 
these are distributed on farms that will use them for special purposes 
as part of State programs. 

Senator TuHyr. Have you changed your policy in any regard as to 
dealers that are just purchasing some of their fertilizers from TVA and 
that are not conducting one of these experiments for you? 

Mr. Ciapp. None of the material goes into distribution contracts 
that does not carry with it some educational requirements. 

Senator Mayank. Are there any further questions? 


INSTALLATION OF NEW GENERATING UNITS 


Senator Corpon. I did not get here at the opening, I regret, so | 
did not hear the testimony with respect to the request for funds for 
new starts in the matter of generating units. He covered that at that 
time. [have just one or two other questions. 

Did the House allow any funds for beginning any additional gener- 
ating installation for TVA? 
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Mr. Cuapp. Yes. They allowed funds for two additional steam 
units at the Kingston site, two steam units at the Colbert site, one 
unit at Hiwassee Dam. which already has one unit installed, and 
one unit each, both small, at the Chatuge and Nottely Dams which are 
without units at the present time. 


POWER CAPACITY 


Senator Corpon. What was the total installed capacity of the 
new unit allowed? 

Mr. Ciapr. The total the House allowed would be 800,000 kilo- 
watts. 

Senator Corpon. What was the total for those requested by you 
but not allowed? 

Mr. Crapp. 540,000 kilowatts. 

Senator Corpon. What is your present installed capacity that is 
available, not under construction but where construction is com- 
pleted? 

Mr. Cuiapp. As of last June 30 it was 3,180,000 kilowatts. 

Senator Corpon. There is under construction or under contract 
what additional capacity? 

Mr. Crapp. There is under construction at the present time about 
3,600,000 kilowatts. 

Senator Corpon. That would give you, with your present installed 
capacity plus what is now under contract, 6,780,000 kilowatts? 

Mr. Cuiapp. That is correct, by 1954. 

Senator Corpon. In addition to that, then, you would have 
800,000 more and the first money made available by the House, and 
you asked for an additional 540,000, which was denied? 

Mr. Crapp. That is correct. 

Senator Corpon. Both are in addition to the 6,780,000? 

Mr. Crapp. That is right. 

Senator Hitt. Mr. Chairman, referring to the letter of April 10 
Mr. Clapp wrote to you as Chairman, is that letter in the record? 

Senator MayBank. Yes; everything is in the record. 


JENSEN AMENDMENT 


Mr. Crapp. May I make one further comment? I would have 
liked to have discussed here in some detail, what the letter of April 
10 describes in great detail, and that is the serious effect of the Jensen 
amendment upon TVA’s operations. It would create special diffi- 
culties for TVA because of its cumulative effect. This year its effects 
are not being felt very much, but as we go into another year and get 
some cumulative results of two years from such an amendment, our 
construction schedules and our operating program will be in dire 
straits. 

Senator MaysBank. I can understand how the Jensen amendment 
will affect you. 

Senator Corpon. Did the modified amendment of last year apply 
to your construction forces? 

Mr. Ciapp. Yes, it did. As I said, this current year’s experience 
under the Jensen amendment is not bad. 


95711—52 
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Senator Maysank. The modified amendment, not the amendmen: 
in the House bill at the present time? 
Mr, Ciapp. That is right: 


HOUSE ALLOWANCE FOR CONSTRUCTION 


Senator Corpon. What is the total amount that has been allowed 
you by the House for construction? I do not want any breakdown 
on it. 

Mr. Criapp. It would be $164,000,000. That is for construction. 

Senator Corpvon. Will all of that construction be done by force 
account? 

Mr. Cuiapp. A large portion of it. 

Senator Corpon. What portion would you say? 

Mr. Criarr. I would not even want to guess. Mr. Blee, can you 
answer? 

Mr. Burr. It depends upon what your basis of comparison is 
When the money is expended for a steam plant, a great deal of that 
money is for equipment that we buy under orders which are rea! 
contracts. 

FORCE ACCOUNT 


Senator Corpon. I asked what portion of this $164,000,000 will be 
expended by you for construction by force account. That is clear; 
isitnot? You will not construct by force account any generators that 
you order from one of the large companies. That is by contract, 
clearly. The installation of those generators, if you do - with your 
own force, would be by force account. 1 think it is clea 

Mr. Buse. On that type of work our figure runs 25 Se of the 
total, our labor figure. 

Senator Corpon. I mean on any type of work on which you are 
going to spend the $164,000,000, how much will you expend on force- 
account construction? 

Mr. Bier. I would say about 20 percent. 

Senator Corpon. Not more than that. 1 will ask then to suppl) 
for the record the amount that was spent last year. 

Senator MayBank. Without objection, you will supply the amount 
that was spent last vear on force account in keeping with the question- 
ing. 

(The material referred to follows:) 

An analysis has been made of the expenditures provided for in the budget 
fiscal year 1952 covering the acquisition of assets for the total navigation, flood 
control, and power programs as financed from appropriated funds, an amount o! 
$228,409,000. (See p. 6, Tennessee Valley Authority budget program for t 
fiscal vear ending June 30, 1953.) This analvsis is based on actual expenditures 
to March 31, 1952, together with estimates for the remainder of the fiscal vear 
Labor costs—that is, the total payroll costs of TVA force-account construction 
workers—will run between 25 and 30 percent of the total. Including supplies 
materials, and construction equipment, in addition to labor, but excluding e) 
penditures for permanent equiy ment (such as turbines and generators), the analysi 
indicates that for the fiscal vear 1952 the expenditures for force-account work wil! 
be slightly less than half the total. If expenditures for permanent equipme: 
are included, then about 90 percent of the total would be classified as force-account 
work. 
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FURTHER DISCUSSION ON JENSEN AMENDMENT 


Senator Hriu. In your letter of April 10 you refer to the Jensen 
amendment. By that, you mean the language that finally came out 
of the bill as law because the reason the Jensen amendment was 
modified, and may be modified again—the Senate reported out an- 
other appropriations bill in which they modified the Jensen amend- 
ment. Therefore, you state in that letter 89 percent of the employees 
paid from appropriated funds are construction workers and 22 percent 
of the remainder are in activities directly and indirectly related to the 
construction program. 

Then you bring out the fact that your construction work is not always 
entirely within your own control; that the question of the supplied 
materials, the question of equipment, when it will arrive and when it 
does not arrive, and the matter of weather affect your construction 
program and naturally affect your personnel. Is that true? 

Mr. Craprp. That is exactly right, Senator. The carry-over of a 
similar provision into the next year would make it difficult, if not 
impossible, for us to catch up on some of the delays that we have 
experienced this year. 

Senator Hitt. When you say “a similar provision,” you mean a 
provision under which you have been forced to operate this year? 

Mr. Cuapr. That is right. 

Senator MayBank. Thank you, gentlemen, for your presentation. 

Senator Fercuson. I would like to reserve the right to look at this 
record and call Mr. Clapp back if necessary. 

Senator MayBank. I wish that you could ask questions now if pos- 
sible. You know what we are up against here. 

Senator FerGcuson. | was working on the seizure proposition; so, | 
was not able to get here. 

Senator MayBAaNnk. Without objection, Senator Ferguson, after he 
reads the record, if he decides to send for Mr. Clapp, Mr. Clapp may 
come back. 

Senator Fercuson. He may be able to answer my questions by 
letter. 

Mr. Ciapp. I would be glad to supply you with any information or 
answer any questions, of course. 

Senator Fercuson. I could not get here because of that hearing 
that I went to. I had to see the witness. 

Senator MayBank. We have asked Mr. Clapp to furnish some in- 
formation; so, it may take some time. 

Senator Ferauson. I would like to see the record first. 

I just want to understand that vou put in the record your testimony 
in relation to steam plants. Is that right? 

Mr. Ciapp. That is right. 

Senator Frrauson. Have you been in touch with the Atomic 
Knergy Commission in rel tion to having private industry provide for 
the electricity that they might use? 

Mr. Cuapp. They already have arrangements. 

Senator Ferauson. I know they have, for instance, at Paducah. 
They have an arrangement for half, 

Mr. Cuapp. Half from them and half from us. 
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Senator Frrauson. But have you gone into the question that 
private industry can furnish what you are now asking if given the 
opportunity to do it? 

Mr. Ciapp. We have not gone into that. 

Senator Frreuson. You do not consider that as part of your 
obligation to go into that question as to whether or not private 
industry can furnish it? 

Mr. Crapp. Senator, the steam plants that we are talking about in 
this appropriation request which would be new units are not specifically 
for the purpose of supply to the Atomic Energy Commission. 

Senator Ferauson. Is any for that? 

Mr. Crapp. None of the new units. 

Senator Ferauson. What are they for? 

Mr. Ciapr. They are to meet the general-load growth of the re- 
quirements of our area. 

Senator Ferauson. And not for atomic engergy? 

Mr. Criapp. Not specifically for atomic energy. 

Senator FerGuson. Will any of it be used by the Atomic Energy 
Commission? 

Mr. Wessenaver. Conceivably, part of it might be used to meet 
some modest increase in present installations. The power program 
of TVA contemplates the possible expansion of power needs of all of 
the consumers in the area, including AEC, but there is no provision 
in the request to meet any large expansion of AEC. 

Senator Frrauson. Did you discuss that in this record? 

Mr. WESSENAUER. Yes. 

Senator Frerauson. I will look that over. 


SECURITIES AND EXCHANGE COMMISSION 
SALARIES AND EXPENSES 


STATEMENTS OF DONALD C. COOK, CHAIRMAN; BALDWIN B. 
BANE, DIRECTOR, DIVISION OF CORPORATION FINANCE; 
ANTHON H. LUND, DIRECTOR, DIVISION OF TRADING AND 
EXCHANGES; JAMES J. RIORDAN, BUDGET OFFICER; MILTON 
P. KROLL, ASSISTANT GENERAL COUNSEL; MORTON E. YOHA- 
LEM, DIRECTOR, DIVISION OF PUBLIC UTILITIES; AND GERALD 
W. SIEGEL, EXECUTIVE ASSISTANT TO THE CHAIRMAN, 


COMMUNICATIONS 


Senator MAyYBANK. Now we will hear from the Securities and Ex- 
change Commission. I will place in the record the letter you wrote 
to Senator McKellar under date of March 20 and also the letter dated 
March 24 in regard to other matters. 

(The letters referred to follow:) 


SECURITIES AND EXCHANGE COMMISSION, 
Washington, D. C., March 20, 1952. 
Hon. Kenneto McKeE tar, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

Dear Senator McKet.ar: I am writing to you with respect to H. R. 7072, 
the independent offices appropriation bill for 1953. This bill would cut the budget 
estimate of the Securities and Exchange Commission by $704,920 and would 
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provide us with $568,400 less than our total appropriations for fiscal 1952. I 
consider that I would be remiss in my public obligations if 1 did not call to your 
attention the dangerously harmful effect which such a budget reduction will 
have upon the operations of this agency under the statutes entrusted to its 
administration by the Congress, and the concomitant loss to investors of vitally 
needed protections. 

The full effect of the proposed budget reduction cannot be realized unless it 
is viewed against the background of the successive reductions in appropriations 
suffered by this Commission since the end of World War Il. In preparing our 
budget estimates in past years, we have been cognizant of the need for economy 
in Government and have endeavored to provide the Bureau of the Budget and 
the Congress with estimates which in our view were fairly conceived in the light 
of essential requirements. Yet, in every one of such years except 1951 our 
appropriation has been reduced. The net effect of these cuts has been the severe 
curtailment of our operations in important respects. We have been operating 
in a state of constant fiscal emergency with our goals limited to more or less 
routine tasks—and even this with some sacrifice in thoroughness. We have been 
foreclosed from doing any more than a superficial job in areas which appear to 
us to require attention. 

We have been able to operate only by employing the most drastic measures, 
including the firing of a number of employees, among them professionals of some 
years tenure, by refraining wherever possible from filling vacancies or granting 
line promotions, by imposing travel restrictions and by effecting other important 
economies. ‘To illustrate but one aspect of the problem these budget reductions 
have created, I wish to point out that in fiscal 1941 our average employment was 
1,723; by fiscal 1947 this figure had been reduced to 1,200; and during the current 
year our appropriation has permitted the average employment of only 907 per- 
sons. Under the presently proposed appropriation for 1953, the average em- 
ployment would range around 800 persons. If it should be suggested that the 
1941 employment figure noted above must have included what might be termed 
“fat,” it nevertheless is obvious that, by virtue of past reductions, bare bone was 
reached some time ago, and any further curtailment inevitably must strike at 
the heart of this agency. 

To be contrasted with the sharp reduction in personnel suffered, is the fact 
that our duties under the seven statutes we administer have not decreased since 
1941. To the contrary, in many respects our workload has increased. I believe 
that all of us are aware of the marked trend toward investment which has been 
experienced since the end of World War II, bringing billions of dollars of savings 
into the public market places, and thus heightening the ultimate responsibilities 
of this Commission, as the overseer of those markets, to a point which never 
before has been reached. I am registering my protest regarding the 1953 appro- 
priations bill only because I feel that we will not be able to meet those respon- 
sibilities with the funds now proposed to be appropriated to us. 

As you know, the Securities and Exchange Commission administers the Securi- 
ties Act of 1933, Securities Exchange Act of 1934, Publie Utility Holding Company 
Act of 1935, Trust Indenture Act of 1939, Investment Company Act of 1940, 
Investment Advisers Act of 1940 and has certain functions under chapter X of 
the Bankruptey Act. It must be remembered that much of the work we perform 
originates through the operations of these statutes themselves; we have little 
control over the flow of incoming work. We cannot eliminate our functions 
under these laws, but rather must endeavor to perform them with whatever 
funds are appropriated to us. 

By and large, our activities embrace six major programs: (1) administration 
of the full disclosure provisions of the statutes; (2) the prevention and suppres- 
sion of fraud in securities transactions; (3) supervision and regulation of securities 
markets (stock exchanges and over-the-counter broker-dealer firms); (4) regula- 
tion of public utility holding companies and their subsidiaries; (5) regulation of 
investment companies; and (6) assistance to the courts in corporate reorganiza- 
tion. The Commission has no alternative but to continue these programs, if 
it is to perform its duties, but the benefits realized by the public obviously will 
vary in direct proportion to the quality of our operations. A public which 
believes that it has been provided with legislative protections deserves something 
more than the empty comfort of a law enscribed upon the statute books. Yet, 
as I shall observe, we are fast approaching the point where further budget cuts 
eventually may have that result. I wish to refer briefly to what I consider to 
be some of the danger spots created by past reductions in our funds, and to 
suggest how they will be further affected by the proposed reduction. 
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Full and fair disclosure to investors is the core of the philosophy expressed by 
the Congress in the securities laws. Our administrative responsibilities in this 
connection are among the most important funetions that have been assigned to us. 
This work, which involves the examination and comment upon registration state- 
ments filed under the Securities Act of 1933, the Securities Exchange Act of 1934, 
and the Investment Company Act of 1940, various current and annual reports, 
trust indentures and proxy soliciting material, is performed by examining groups 
in our Division of Corporation Finance. 

The increase in our work load in these respects has been marked. For example, 
the volume of registration statements which we are required by law to process 
increased from 337 aggregating $3.41 billion of securities in fiscal 1941, to 496 
aggregating $5.22 billion in 1950, and again upward to 544 aggregating $6.37 
billion in fiscal 1951. During the quarter Gatley Tinckaat 31, 1951, the incom- 
ing examination work of the Division charged with these duties increased by 
15 percent over that which confronted it during the same quarter in fiscal 1950. 

As noted previously this is work which we must perform; we have no choice 
in the matter. Moreover, fully half of such work is of a type which must be 
completed within short time limits set by statute or rule. Accordingly, it has 
been necessary to assign all available personnel to such time limit work in order 
to meet dead lines. The result has been the gradual accumulation of a backlog 
of uncompleted work with respect to nontime limit filings. During the quarter 
ending December 31, 1951, the backlog of uncompleted examination work in- 
creased over 29 percent from that which existed in the similar period in the pre- 
ceding year. This Division now finds that, because of personnel shortages, the 
backlog of ‘‘no-time limit’? examining work is equivalent to 1 full year’s filings 
of such documents. Plainly, such delays are inimical to the philosophy embodied in 
the statutes and deprive investors of the full measure of benefits which Congress 
intended they should get under the securities laws. Further curtailment of funds 
can only aggravate our inability to cope with the volume of filings that we are 
required to process. 

With our national income at an all-time high, there is a manifest need for 
exercising the highest degree of care to protect the public against fraudulent and 
shady practices in the securities field. Yet, because we have no control over the 
volume of much of our other work, we have been forced to adopt a highly selective 
approach in our enforcement functions. I think that the effects of past budget 
cuts can be felt most sharply in this area. If the proposed reduction is made, 
there will be no alternative but to impair these important duties. 

Thousands of complaints are received by us each year, but with our currently 
limited facilities we can do no more than concentrate upon only the most flagrant 
violations. Other probable violations which might be developed upon full investi- 
gation cannot be inquired into under present conditions. We have only 70 securi- 
ties investigators available for this type of work and, as a result of a supplementary 
extradition agreement between the United States and Canada, which is now before 
the Senate for approval, our responsibilities in this connection probably will be 
heightened during the coming vear. 

I do not believe that the highly discriminating technique that we have been 
forced to employ is conducive to a full measure of public protection. Certainly, 
we have been operating without any margin of safety. With such a small staff 
available to perform these vital enforcement functions—and with the apparently 
imminent possibility that this personnel will be further reduced—I am gravely 
fearful of the ability of the Commission to adequately cope with financial scandals 
requiring extraordinary and Nation-wide investigation. Yet the public quite 
properly will look to us in the event of such occurrences. 

We also find ourselves unable to do what we conceive to be an adequate job in 
our supervision of the securities markets and the conduct of business by the pro- 
fessionals who deal in those markets. In the interest of protecting investors, the 
Commission always has endeavored to maintain a systematic check of the markets 
so as to be apprised of the size and volume of any action which deviates from nor- 
mal activity in a particular security. Currently we find that we are able to main- 
tain such a check on only 4,500 out of the perhaps 75,000 securities traded over 
the counter and 3,600 of those registered upon national securities exchanges. 
There is a great measure of public benefit in these policing activities. In my 
opinion, the coverage that we are able to maintain under existing conditions is 
dangerously low. 

Similarly, we have been unable to do as much as we feel we should in connection 
with the inspection of the books and records of broker-dealer firms registered with 
the Commission. We conceive this to be one of the most important methods by 
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which investor protection is achieved. Our inspections constitute a kind of 
preventive therapy. We seek to avoid loss to investors by the constant instruc- 
tion and education of those who are entrusted with investors’ moneys and securi- 
ties, and where necessary, by locking the barn door before the horse is stolen. Our 
inspections not only correct faulty procedures before they endanger the public 
interest, but they frequently result in substantial direct benefits. Thus, as I 
stated to the subcommittee, 259 of last year’s inspections resulted in the discovery 
of transactions in which customers were overcharged. Also uncovered were 
instances in which firms were taking secret profits and falsely confirming the 
execution price of a transaction. Where such improprieties are brought to light, 
prompt corrective action is taken and I believe the public is greatly benefited 
thereby. Because of the importance of this program, we have made only slight 
reductions in our inspection staff in the course of absorbing appropriation cuts 
in past years. At the present time there are 46 inspectors Jace oye to the various 
regions (the equivalent of less than one inspector for each State) and they are able 
to complete approximately 900 inspections each year among the 4,000 broker- 
dealers registered with the Commission. I consider this to be the minimum number 
of inspections which should be made if our program is to afford protection to the 
investing public. Yet the substantial reduction proposed for 1953 will require 
curtailment here. 

The bill also affects our enforcement work in that it limits travel expenses to 
$90,000, which is one-third less than our minimum requirements for this purpose. 
By and large the Commission’s enforcement work is done by our regional-offices. 
These offices, which incur over 70 percent of all of our travel costs, are located in 
various key cities in the country from which they must cover large areas roughly 
approximating the judicial circuits. If our travel expenses are thus limited, we 
will be unable to use our field personnel effectively. For in many cases the travel 
limitation would require an undue concentration of our enforcement work to places 
at or near the cities in which our regional offices are located. Obviously, chi- 
canery and improper conduct know no such geographical limitations. In my 
opinion the proposed travel limitation is clearly uneconomical. 

With respect to our activities under the Public Utility Holding Company 
Act, the proposed reduction will have a dual effect. Administration of the geo- 
graphic integration and corporate simplification requirements of that act (sec. 11) 
has always been conceived of and described by the Commission in budgetary 
requests and otherwise as a self-liquidating project. Unfortunately, reductions 
in staff compelled by budgetary curtailment have run far ahead of the reduction 
in the actual case load of the section 11 program. The staff of this Division has 
dropped from 234 in 1941 to 86 proposed for 1953. This contraction in staff, 
moreover, has been accompanied by a sharp and unanticipated increase in the 
Commission’s responsibilities in administering those sections of the Holding 
Company Act dealing with the financing of gas and electric utility companies. 
As you know, the electric and gas utility industries have been in the course of a 
colossal expansion program, requiring vast amounts of new capital. It may be 
noted that, whereas the Commission in the year 1950 processed 200 security issues 
of such companies, 243 such issues were handled in 1951. The critical importance 
of handling these financing cases in such fashion as to place no impediment in the 
path of industrial expansion for the defense program has, of course, been recog- 
nized by the Commission and, therefore, financing assignments have been given 
top priority, with a consequent impairment of efficiency and dispatch in handling 
the seetion 11 program. 

Of equal importance is the circumstance that certain aspects of the section 11 
program, affecting perhaps 30 holding company systems, have been put aside 
pending action by the Commission on the more critical aspects of its work under 
the Holding Company Act. The planned program had been to reserve these mat- 
ters until staff would become available as more urgent tasks were completed. 
\s a consequence of the reductions in personnel, however, it has been necessary 
to table these matters. Thus, many of the holding company systems which, in 
the main, are in compliance with section 11 standards, still have unresolved 
section 11 problems which require attention. 

More importantly, programed work in relation to service companies subject to 
the Commission’s jurisdiction under section 13 of the act has had to be completely 
suspended, as have also the investigations and reports contemplated to be under- 
taken by the Commission under section 30 of the act. Further reductions in our 
force can result only in further delays in fulfilling the section 11 program, and in 
serious impairment of our ability to handle financing cases in a manner consistent 
with practical requirements. 
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Ihave attempted to describe some of the areas which will be directly affected by the 
proposed budget reduction. However, I must point out that all thisis apart fromthe 
intangible and indirect effects of continuous belt tightening. As an administrator 
I cannot help but be alarmed at the eventual effect of an operating program which 
perforce is limited to routine bread and butter tasks, without room for long-range 
planning—and with even those obligations being met only by cutting corners 
This seems to me to be a particularly important consideration as regards an agency 
whose operations are not mechanical, but rather depend upon the exercise of 
informed, sound discretion at practically every step in the administrative process. 
Our work cannot be measured by statistical formulas or quantitative analysis. 
The public has come to rely upon a high standard of performance by this Com- 
mission and if we are compelled merely to process the matters that come before 
us, the public will be misled. I am equally uneasy over the ultimate effect on our 
operations of the no hiring and minimum advancement policies which we have 
been required to follow. Iventually such conditions must lead to ossification and 
sterility. They certainly do not make for the progressive administration of reme- 
diallaws. They do not permit the fulfillment of the promises held out to the public 
by such laws. 

I wish to go on record as stating that the net cumulative effect of the budget cuts 
imposed upon this Commission will lessen materially the protections which the 
public was intended to have under the securities laws. In my opinion further 
curtailment of our operations, such as is now contemplated, could have the 
dangerous effect of rendering those protections more illusory than real. I suggest 
that the possible harm that could be done to the American public by such reduc- 
tions is completely out of proportion to the relatively minor economies that might 
be achieved. Accordingly, I respectfully request your cooperation in securing a 
reconsideration of the appropriation for the Securities and Exchange Commission 
for the fiscal year 1953. 

An identical letter is being sent to the House Committee on Appropriations and 
to the chairman of the House Subcommittee on Independent Offices. 

Sincerely yours, 
Donautp C, Cook, Chairman. 


Marcu 24, 1952. 
The Honorable Burner R. MaAyBANk, 
Chairman, Subcommittee on Appropriations on Inde pendent Offices, 
United States Senate, Washington, D. C. 

Dear Mr. Maysank: This is in response to your letter of March 18, 1952, in 
which you ask that we indicate by page and line the changes we deem absolutely 
necessary in the independent offices appropriation bill for 1953 (H. R. 7072). 
The bill as passed by the House, provides $5,245,080 for the Securities and 
Exchange Commission, which is $704,920 less than the budget estimate and 
$568,400 below the basic appropriation for the current fiscal year ($5,378,480) 
plus a pending supplemental appropriation ($435,000). The bill also limits 
travel expenses to $90,000, which is approximately one-third less than the mini- 
mum normal recuirements for this purpose, and reduces the limitation on the 
purchase of newspapers from $1,350 as proposed in the budget estimate to $500 

While we fully appreciate the necessity of holding appropriations to a minimum, 
we believe that the budget reduction and limitations mentioned above will have a 
dangerously harmful effect upon the operations of this ageney under the statutes 
entrusted to its administration by the Congress, and a concomitant loss to investors 
of vitally needed protection. Therefore, the Commission urgently requests that 
the following changes be made in the bill. 








Proposed Changes in Bill 
SECURITIES AND EXCHANGE COMMISSION 
SALARIES AND EXPENSES 
(Estimate $5,950,000; act, $5,245,080) 

(House hearings, part 1, p. 265) 


(1) Page 30, line 20, strike out ‘$500’ and insert in lieu thereof $1,350’’. 

(2) Page 30, lines 20 and 21, strike out ‘“‘not to exceed $90,000 for expenses of 
travel;’’. 

(3) Page 30, line 23, strike out ‘$5,245,080’ and insert in lieu thereof 
**$5,950,000.”’ 
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HOUSE REPORT 


“For the salaries and expenses of this Commission the committee recommends 
an appropriation of $5,245,080, which is $133,400 less than the 1952 appropriation 
and $704,920 below the budget estimate. In effecting the foregoing reduction, 


the committee has required the absorption in 1953 of the full amount of pay act 
funds requested for this purpose in 1952, it has disallowed a request for 31 addi- 
tional employees, and has effected a substantial saving in ‘Other obligations’, except 
rents and utilities. While the reduction recommended will require the Commission 
to operate in 1953 below the 1952 level the committee is of the opinion the Com- 
mission will be able to perform efficiently all functions required of it by law.’’ 


JUSTIFICATIONS 


The full effect of the proposed budget reduction cannot be realized unless it is 
viewed against the background of the successive reductions in appropriations 
suffered by this Commission since the end of World War II. In preparing our 
budget estimates in past vears, we have been cognizant of the need for economy in 
government and have endeavored to provide the Bureau of the Budget and the 
Congress with estimates which in our view were fairly conceived in the light of 
essential requirements. Yet, in every one of such years except 1951 our appro- 
priation has been reduced. The net effect of these cuts has been the severe cur- 
tailment of our operations in important respects. We have been operating in a 
state of constant fiscal emergency with our goals limited to more or less routine 
tasks—and even this with some sacrifice in thoroughness. We have been fore- 
closed from doing any more than a superficial job in areas which appear to us to 
require attention. 

We have been able to operate only by employing the most drastic measures, 
including the firing of a number of employees, among them professionals of some 
years tenure, by refraining wherever possible from filling vacancies or granting line 
promotions, by imposing travel restrictions and by effecting other important 
economies. To illustrate but one aspect of the problem these budget reductions 
have created, we wish to point out that in fiscal 1941 our average employment was 
1723; by fiscal 1947 this figure had been reduced to 1200; and during the current 
year our appropriation has permitted the average employment of only 907 persons. 
Under the presently proposed appropriation for 1953, the average employment 
would range around 800 persons. If it should be suggested that the 1941 emplov- 
ment figure noted above must have included what might be termed ‘‘fat,”’ it never- 
theless is obvious that, by virtue of past reductions, bare bone was reached some 
time ago, and any further curtailment inevitably must strike at the heart of this 
agency. 

To be contrasted with the sharp reduction in personnel suffered, is the fact that 
our duties under the seven statutes we administer have not decreased since 1941. 
To the contrary, in many respects our workload has increased. All of us are 
aware of the marked trend toward investment which has been experienced since 
the end of World War II, bringing billions of dollars of savings into the public 
market places, and thus heightening the ultimate responsibilities of this Com- 
mission, as the overseer of those markets, to a point which never before has been 
reached. The changes in the 1953 appropriations bill are requested only because 
we feel that we will not be able to meet those responsibilities with the funds now 
proposed to be appropriated to us. 

As you know, the Securities and Exchange Commission administers the Securi- 
ties Act of 1933, Securities Exchange Act of 1934, Publie Utility Holding Company 
Act of 1935, Trust Indenture Act of 1989, Investment Company Act of 1940, 
Investment Advisers Act of 1940, and has certain funetions under chapter X of 
the Bankruptey Act. It must be remembered that much of the work we perform 
originates through the operations of these statutes themselves; we have little 
control over the flow of incoming work. We cannot eliminate our functions under 
these laws, but rather must endeavor to perform them with whatever funds are 
appropriated to us. 

By and large, our activities embrace six major programs: (1) Administration 
of the full diselosure provisions of the statutes; (2) the prevention and suppression 
of fraud in securities transactions; (8) supervision and regulation of securities 
markets (stock exchanges and over-the-counter broker-dealer firms) ; (4) regulation 
of public utility holding companies and their subsidiaries; (5) regulation of invest- 
ment companies; and (6) assistance to the courts in corporate reorganization. 
The Commission has no alternative but to continue these programs, if it is to 
perform its duties, but the benefits realized by the publie obviously will vary in 
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direct proportion to the quality of our operations. A public which believes tha 
it has been provided with legislative protections deserves something more tha: 
the empty comfort of a law enscribed upon the statute books. Yet we are fas: 
approaching the point where further budget cuts eventually may have thai 
result. Brief reference is made to some of the danger spots created by past reduc- 
tions in our funds, and how they will be further affected by the proposed reduction. 

Full and fair disclosure to investors is the core of the philosophy expressed by 
the Congress in the securities laws. Our administrative responsibilities in this 
connection are among the most important functions that have been assigned to 
us. This work, which involves the examination and comment upon registratio: 
statements filed under the Securities Act of 1933, the Securities Exchange Ac 
of 1934, and the Investment Company Act of 1940, various current and annua 
reports, trust indentures, and proxy soliciting material, is performed by examinin: 
groups in our Division of Corporation Finance. 

The increase in our workload in these respects has been marked. For example, 
the volume of registration statements which we are required by law to process 
increased from 337 aggregating $3.41 billion of securities in fiscal 1941, to 496 
aggregating $5.22 billion in 1950, and again upward to 544 aggregating $6.37 
billion in fiscal 1951. During the quarter ended December 31, 1951, the incoming 
examination work of the Division charged with these duties increased by 15 per- 
cent over that which .confronted it during the same quarter in fiscal 1950. 

As noted previously this is work which we must perform; we have no choice i: 
the matter. Moreover, fully half of such work is of a type which must be com- 
pleted within short time limits set by statute or rule. Accordingly, it has bee: 
necessary to assign all available personnel to such time limit work in order to 
meet deadlines. The result has been the gradual accumulation of a backlog of 
uncompleted work with respect to non-time-limit filings. During the quarter 
ending December 31, 1951, the backlog of uncompleted examination work in- 
creased over 29 percent from that which existed in the similar period in the 
preceding year. This Division now finds that, because of personnel shortages, 
the backlog of no-time-limit examining work is equivalent to one full year’s 
filings of such documents. Plainly, such delays are inimical to the philosophy 
embodied in the statutes and deprive investors of the full measure of benefits 
which Congress intended they should get under the securities laws. Further 
curtailment of funds can only aggravate our inability to cope with the volume of 
filings that we are required to process. 

With our national income at an all-time high, there is a manifest need for 
exercising the highest degree of care to protect the public against fraudulent and 
shady practices in the securities field. Yet, because we have no control over the 
volume of much of our other work, we have been forced to adopt a highly selective 
approach in our enforcement functions. The effects of past budget cuts have 
been felt most sharply in this area. If the proposed reduction is made, there 
will be no alternative but to further impair these important duties. 

Thousands of complaints are received by us each year, but with our currently 
limited facilities we can do no more than concentrate upon only the most flagrant 
violations. Other probable violations which might be developed upon full in- 
vestigation cannot be inquired into under present conditions. We have only 70 
securities investigators available for this type of work and, as a result of a sup- 
plementary extradition agreement between the United States and Canada, whicli 
is now before the Senate for approval, our responsibilities in this connectio! 
probably will be heightened during the coming year. 

We do not believe that the highly discriminating technique that we have bee! 
forced to employ is conducive to a full measure of public protection. Certainly, 
we have been operating without any margin of sefety. With such small a staff 
available to perform these vital enforcement functions—and with the apparent] 
imminent possibility that this personnel will be further reduced—we are gravel) 
fearful of the ability of the Commission to adequately cope with financial scandals 
requiring extraordinary and Nation-wide investigation. Yet the publie quite 
properly will look to us in the event of such occurrences. 

We also find ourselves unable to do what we conceive to be an adequate job i: 
our supervision of the securities markets and the conduct of business by the 
professionals who deal in those markets. In the interest of protecting investors, 
the Commission always has endeavored to maintain a systematic check of the 
markets so as to be apprised of the size and volume of any action which deviates 
from normal activity in a particular security. Currently we find that we are 
able to maintain such a check on only 4,500 out of the perhaps 75,000 securities 
traded over the counter and 3,600 of those registered upon national securities 
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exchanges. There is a great measure of public benefit in these policing activities. 
The coverage that we are able to maintain under existing conditions is dangerously 
low. 

Similarly, we have been unable to do as much as we feel we should in connection 
with the inspection of the books and records of broker-dealer firms registered with 
the Commission. We conceive this to be one of the most important methods by 
which investor protection is achieved. Our inspections constitute a kind of 
preventive therapy. We seek to avoid loss to investors by the constant instruction 
and education of those wi:o are entrusted with investors’ moneys and securities, 
and where necessary, by locv,ing the barn door before the horse is stolen. Our 
inspections not only correct faulty procedures before they endanger the public 
interest, but they frequently result in substantial direct benefits. Thus, as I 
stated to the subcommittee, 259 of last year s inspections resulted in the discovery 
of transactions in which customers were overcharged. Also uncovered were 
instances in which firms were taking secret profits and falsely confirming the 
execution price of a transaction. Where such improprieties are brought to light, 
prompt corrective action is taken and the public is greatly benefited thereby. 
Because of the importance of this program, we have made only slight reductions 
in our inspection staff in the course of absorbing appropriation cuts in past years. 
At the present time there are 46 inspectors assigned to the various regions (the 
equivalent of less than one inspector for each State) and they are able to complete 
approximately 900 inspections each year among the 4,000 broker-dealers registered 
with the Commission. This is the minimum number of inspections which should 
be made if our program is to afford protection to the investing public. Yet the 
substantial reduction proposed for 1953 will require curtailment here. 

The bill also affects our enforcement work in that it limits travel expenses to 
$90,000, which is one-third less than our minimum requirements for this purpose. 
By and large the Commission's enforcement work is done by our regional offices. 
These offices, which incur over 70 percent of all of our travel costs, are located in 
various key cities in the country from which they must cover large areas roughly 
approximating the judicial circuits. If our travel expenses are thus limited, we 
will be unable to use our field personnel effectively. For in many cases the travel 
limitation would require an undue concentration of our enforcement work to 
places at or near the cities in which our regional offices are located. Obviously, 
chicanery and improper conduct know no such geographical limitations. The 
proposed travel limitation is clearly uneconomical. 

With respect to our activities under the Publie Utility Holding Company Act, 
the proposed reduction will have a dual effect. Administration of the geographic 
integration and corporate simplification requirements of that act (sec. 11) has 
always been conceived of and described by the Commission in budgetary requests 
and otherwise as a self-liquidating project. Unfortunately, reductions in staff 
compelled by budgetary curtailment have run far ahead of the reduction in the 
actual case load of the section 11 program. The staff of this Division has dropped 
from 234 in 1941 to 86 proposed for 19538. This contraction in staff, moreover, 
has been accompanied by a sharp and unanticipated increase in the Commission’s 
responsibilities in administering those sections of the Holding Company Act 
dealing with the financing of gas and electric utility companies. The electric and 
gas utility industries have been in the course of a colossal expansion program, 
requiring vast amount of new capital. 

It may be noted that, whereas the Commission in the year 1950 processed 200 
security issues of such companies, 243 such issues were handled in 1951. The 
critical importance of handling these financing cases in such fashion as to place no 
impediment in the path of industrial expansion for the defense program has, of 
course, been recognized by the Commission and, therefore, financing assignments 
have been given top priority, with a consequent impairment of efficiency and 
dispatch in handling the section 11 program. 

Of equal importance is the circumstance that certain aspects of the section 11 
program, affecting perhaps 30 holding company systems, have been put aside 
pending action by the Commission on the more critical aspects of its work under 
the Holding Company Act. The planned program had been to reserve these 
matters until staff would become available as more urgent tasks were completed. 
\s a consequence of the reductions in personnel, however, it has been necessary 
to table these matters. Thus, many of the holding company systems which, in 
the main, are in compliance with section 11 standards, still have unresolved section 
11 problems which require attention. 

More importantly, programed work in relation to service companies subject 
to the Commission’s jurisdiction under section 13 of the act has had to be com- 
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pletely suspended, as have also the investigations and reports contemplated to be 
undertaken by the Commission under section 30 of the act. Further reductions 
in our force can result only in further delays in fulfilling the section 11 program, 
and in serious impairment of our ability to handle financing cases in a manner 
consistent with practical requirements. 

The above describes some of the areas which will be directly affected by the 
proposed budget reduction. However, it should be pointed out that all this is 
apart from the intangible and indirect effects of continuous belt tightening. We 
have reached a point where we can cope with continued appropriation cuts only 
by curtailment in essential functions and by operating a program which perforce 
is limited to routine bread-and-butter tasks without room for long-range plan- 
ning—and with even those obligations being met only by cutting corners. This 
seems to be a particularly important consideration as regards an agency whose 
operations are not mechanical, but rather depend upon the exercise of informed, 
sound discretion at practically every step in the administrative process. Our 
work cannot be measured by statistical formulas or quantitative analysis. The 
public has come to rely upon a high standard of performance by this Commission 
and if we are compelled merely to ‘“‘process’’ the matters that come before us, the 
public will be misled. We are equally uneasy over the ultimate effect of our 
operations of the ‘‘no hiring”? and “minimum advancement” policies which we 
have been required to follow. Eventually such conditions must lead to ossifica- 
tion and sterility. They certainly do not make for the progressive administration 
of remedial laws. They do not permit the fulfillment of the promises held out 
to the publie by such. laws. 

We believe that the net cumulative effect of the budget cuts imposed upon this 
Commission will lessen materially the protections which the public was intended 
to have under the securities laws, and that further curtailment of our operations, 
such as is now contemplated, could have the dangerous effect of rendering those 
protections more illusory than real. We suggest that the possible harm that 
could be done to the American public by such reductions is completely out of 
proportion to the relatively minor economies that might be achieved. 

For the reasons stated above we respectfully urge that the changes we propose 
in the portion of the bill pertaining to the Securities and Exchange Commission 
be approved. It will be appreciated if we are afforded the opportunity to be 
heard by your committee with respect to these changes. 

Sincerely yours, 
Dona.tp C. Cook, Chairman. 


BUDGET ESTIMATE 


Senator Maysank. What was your 1953 budget request to the 
Bureau of the Budget? 

Chairman Cook. We asked the Bureau of the Budget for $6,795,- 
000, and we were allowed $5,950,000, a decrease of $845,000. 

Senator Maynank. How much did the House decrease you? 

Chairman Cook. Of course, we asked the House for the $5,950,000 
allowed by the Bureau of the Budget. They allowed $5,245,080, or 
a cut of $704,920. 

Senator Ferguson. That is the Budget cut? 

Chairman Cook. No; the House cut. 

Senator Fercuson. What did the Budget cut? 

Chairman Coox. Let me put it this way: We asked the Bureau of 
the Budget for $6,795,000. The Bureau of the Budget cut that 
$845,000, and it was thereafter cut by the House $704,920 in addition. 

Senator Frrcuson. In addition to the $845,000? 

Chairman Coox. Yes. We were allowed by the House $5,245,080, 
which is to be contrasted with the request to the Bureau of the Budget 
in the amount of $6,795,000. 

Senator Maypank. As against last vear’s expenditures what is the 
figure? 





INDEPENDENT OFFICES APPROPRIATIONS, 1953 459 


Chairman Cook. The current year’s appropriation on a comparable 
basis would be $5,813,480. 

Senator MayBANK. So this is some $600,000 below last year? 

Chairman Cook. It is. 

Senator Corpon. When you talk about a comparable basis, you 
mean the actual appropriation plus the pay increase? 

Chairman Cook. Yes. 

Senator Corpon. The total amount of pay increase, or did you fig- 
ure a partial absorption? 

Chairman Cook. The total cost of the pay increases is $435,000. 
The question of the absorption is still in doubt. The supplemental! 
appropriation bill is in conference at the present time. 

Senator Corpon. Your Budget figure was actually $5,950,000 this 
year? 

Chairman Cook. Yes; that is the amount allowed by the Bureau of 
the Budget for 1953. 
~ Senator Corvon. Does that figure include the increased pay factor? 

Chairman Cook. Yes, it does. 

Senator Corpon. I thought you said something about a figure of 
$6,000,000? 

Chairman Cook. I gave the figure of $6,795,000 in response to the 
question as to what amount we had requested from the Bureau of the 
Budget. 

Senator Ferauson. Mr. Cook, this amount that you gave as 
being expended, was that before or after the application of the Fer- 
guson amendment, the 10-percent reduction in personnel? 

Chairman Coox. That is after. 


PERSONNEL REDUCTION 


Senator Fercuson. Will you tell us how that affected your or- 
ganization? How many people did you drop by virtue of the amend- 
ment? 

Chairman Coox. Approximately 100 people. 

Senator Ferauson. Have you your figures so you can give us the 
amount for personnel this year? When you get those figures if you 
will separate the personnel and the a, 1 will appreciate it. 

Mr. Rrorpan. In the current fiscal yea 

Senator Ferauson. Yes; and how many you requested from the 
Budget Director and how many they gave you in personnel and the 
amount of cost of that personnel. 

Mr. Rrorpan. This fiscal year? 

Senator Frereuson. 1953. 

Chairman Cook. The forthcoming fiscal year, 

Senator Ferauson. Yes. Then compare it with last year before 
and after the deductions of the 10-percent Ferguson amendment. 
I just want that filed for the record. 

(The information referred to follows: ) 
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Action taken on budget estimates and appropriation for the fiscal years 1952-53 











| 
| Fiscal 1952 Fiscal 1953 
il tt a 
| Average | Average 
; employ- | Money j|employ-| Money 
|; ment | ment 
si aoe —— oumenmnaii anne - sepnctinenstttanedhceinabiccanaiiecelli teil aiaati alien 
Budget estimate as submitted to the Bureau of the Budget__ 1,127 | $6, 605, 000 1,092 | $6, 795, 000 
Reduction made by the Bureau of the Budget. __-....-.-.-.. —77 | —681,000 — 157 — 845, 000 
Amount allowed by the Bureau of the Budget. cavecsll.  Agetod & 924, 000 935 5, 950, 000 
Action by the House of Representatives._.............-...-.- | —50 | —225,000 —125 —704, 920 
Subtotal aneoeeee] 1,000 | 5, 699, 000 810 | 5, 245, 080 
Action by the Sen: ate (Fe rguson ‘amendment in 1952)_ reat —93 | —320, 520 |......... fibnien sees 
| aisieepeaenl —laenanersiniae teal inisibelaniapll sigerenccparteteeemcee 
Subtotal : i edecil ets o-4/ ard csdhack aan oa eenkisneeae at. 1. Wet ee 1246 enscndlosncanascces 
Action by conferees Neb eeCecececenitde asaehbuseivenbalasdan sce --------| inne tied «os ap aiebede 
Annual appropriation Lincs oes eraaecheceanake Saiabinn Seine dik ctlcamitteaiabel | 907 Ry STR TE iid ss nd Gobcatecces 
Supplemental appropriation for statutory pay imcreases_._... Ce | BOND Bis tke deethdgstedetinee 


pT 


Total appropriations................. jaibhainin aie. sbiihse dalpaacans 907 | 5,813,480 |... 


BACKGROUND OF COMMISSION CHAIRMAN 


Chairman Cook. I want to say at the outset, Mr. Chairman, that 

I have always in all my personal, business, and official relationships 
attempted to be very frank and candid. I have never believed that 
either good news should be exaggerated or bad news plowed under. 
In my statement today I am going to try to be very forthright, not as 
an exercise in forensics, but because I am sincerely, honestly of the 
feeling that what the House proposes as a cut in the appropriation of 
this Commission is going to have a very, very serious effect upon not 
only the Commission as an institution but, more important, upon the 
public which looks to it for the protection of their funds. 

Senator Fercuson. Is it a floor cut or a committee cut approved by 
the floor? 

Chairman Cook. I believe it is a committee cut approved by the 
floor. 

I should like to express my thanks to the committee for this oppor- 
tunity to be heard with respect to the Commission’s 1953 appropria- 
tion. 

Senator Corpon. How long have you been on the Commission? 

Chairman Cook. I was employed by the Commission in May 1935. 
I continued with the Commission for 10 years until August of 1945. 
T was away from the Commission until November 1949. I came back 
to the Commission at that time and have been with it ever since. 

Senator Corpon. You have a long background of knowledge and 
experience with respect to the obligations of the Commission and the 
reasonable cost of carrying out its obligations? 

Chairman Cook. I believe I do. I may say I came to the Com- 
mission as a grade P-1 employee at $2 000 a year. I do not make 
any point of it other than just indic ating I have started at the lowest 
possible professional grade in the organization and have progressed 
up through the ranks. 

Senator Corpon. Thank you, sir. 

Chairman Coox. On March 24, 1952, I addressed a letter to the 
chairman of the subcommittee, Senator Maybank, outlining in some 
detail the effects of the House cut in our 1953 appropriation. 
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HOUSE ACTION 


The independent offices appropriation bill for 1953, as passed by the 

louse, provides an appropriation of $5,245,080 for the Commission, 

hich is $704,920 below the budget allowance of $5,950,000 recom- 
mended by the Bureau of the Budget, and is $568,400 less than our 
current year’s appropriations. This reduction might be termed by 
some to represent an “economy.” I am here to urge that it is not; 
that it is wholly uneconomical when the interests of the public are 
considered; and that, when viewed in the light of the successive budget 
cuts suffered by this Commission in recent years, it will inevitably 
deprive investors of the promises held out to them by the Federal 
securities laws. I see no economy in an appropriation reduction, the 
harmful effects of which are so disproportionate to the minor savings 
it might achieve. 


RESTORATION OF FUNDS REQUESTED 


While I obviously am here in the role of advocate in appearing be- 
fore you, I conceive that above all I am a public servant and my re- 
marks are based primarily on a deep-rooted faith in the securities legis- 
lation you have passed and its importance to a sound national econ- 
omy. I, therefore, am addressing myself to this problem in the most 
urgent terms because I feel that the fate of this agency and its ability 
to give the public the protections which the laws. purport to provice, 
will depend upon the results of this appeal for the restoration of funas. 
For despite our sincere efforts to provide the Congress with eminently 
conservative budget estimates, we have suffered severe budget re- 


ductions which I firmly believe have no relationship to the record and 
needs of this particular agency, and which, inadvertently I am sure, 
do not reflect the requirements of the public interest in the statutes 
we administer. 

Senator Frrauson. Looking at your view and through your 
glasses, do you think it is more beneficial for this Nation to increase 
your amount and do it by deficit spending than it would be to cut 


it off your agency and other agencies? 


Nation? 

Chairman Cook. You are asking the question of whether it is 
more harmful to have deficit spending than it is to increase the 
amount of this appropriation? 

Senator Frrcuson. By this amount. 

Chairman Cook. I believe it is worse to fail to restore the amount 
that we are requesting, and it is not worse to have deficit spending 
if that is necessary. 

Senator Frerauson. In other words, it is more valuable to the 
people of the U nited States to have this “a = it by deficit spending? 

Chairman Cook. I believe that to be true. I believe that sincerely. 

The situation calls to mind the story of the farmer who, in a mood 
of economy, progressively cut down on the amount of hay which he 
fed to his horse. Everything went well until one day the horse died. 
We feel that we are very much in the position of that poor, unhappy 
horse. No one would suggest that the farmer saved anything in the 
long run either. 

We feel that, in viewing these budget problems, it must be kept 
in mind that the SEC is not a mushroom agency engaged in either 
experimental or transitory operations. Our methods of operation, 


Which is most harmful to the 
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our techniques and programs have long since been developed and 
settled. 


COMMUNICATION 


Senator MAysBanxk. I want to put into the record a letter from 
Senator Saltonstall, dated April 24, 1952. Since he is the ranking 
Republican on this subcommittee, he asked me if I would read a 
part of this letter to you and ask you to comment on it, which I am 
going to do. I am going to put in the record also title V of the 
Independent Offices Appropriation Act of 1952 and its legislative 
history. 

(The material referred to follows:) 


Unirep Sratres SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
April 24, 1952. 
Hon. Burnet R. MAyYBANK, 
United States Senate, Washington, D. C. 


Dear Burnet: I will not be at the independent offices hearing tomorrow when, 
I understand, it is proposed to have the SEC up, as I must keep speaking engage- 
ments in Massachusetts. 

I have received 50 or more letters from people in the securities business in 
Massachusetts, protesting the proposed rules concerning fees and charges that the 
SEC has worked out as a result of the wording of title 5 of the Independent Offices 
Appropriation Act of 1952. 

The letters point out that the SEC was set up as a protector of the investing 
public and that the fees which are proposed are unfair and unnecessary charges 
against investment brokers and dealers. The various points which are made i: 
the letters, summarized, are as follows: 

1. It represents a direct contravention of the intention of Congress. 

2. The relegation of the taxing power to a governmental agency would be seri 
ously detrimental to the United States and the position of Congress. 

3. It represents a decided injustice in the annual registration fees on brokers, 
dealers, and their selling employees, which is proposed in it. 

1. It points toward the likelihood of a self-sustaining Commission, with all of 
the dangers inherent therein. 

5. It threatens the setting of a precedent which might easily affect many pro- 
fessions, businesses, and industries. 

6. It weakens the principle of congressional control of the purse as a check 
upon agency ambitions and increased powers. 

I would appreciate it very much if you would be willing to question the Chair- 
man of the SEC concerning these proposed charges as to why they have imposed 
the type of charges they have and why they believe that these charges represent 
service to the broker or dealer who, of course, already has to pay filing chargees 
for any proposed issue of securities which the SEC passes upon. 

In case you do not have a copy of the proposed fees, I am enclosing one. 

I am sorry I cannot be present, but I know you can appreciate the reason why 

Sincerely yours, 
LEVERETT SALTONSTALL, 
United States Senator. 


SECURITIES AND EXCHANGE COMMISSION 


Washington, D. C. 
Securities Act or 1933 
telease No. 3433 
SECURITIES EXcHANGE Act oF 1934 
Release No. 4669 
Houpinc Company Act or 1935 
telease No. 11020 
Trust INDENTURE AcT oF 1939 
Release No. 59 
INVESTMENT ComMPANY Act or 1940 
Release No. 1702 
INVESTMENT ApvisERS Act or 1940 
telease No. 60 
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Novice OF PrRoposaL To Apopt AND AMEND Ruues WirH Respect To FEES AND 
CHARGES BY THE COMMISSION 


Notice is hereby given that the Securities and Exchange Commission proposes 
to adopt new rules and to amend existing rules with respect to fees and charges 
by the Commission, all as set forth below, to implement the provisions of title V 
of the Independent Offices Appropriation Act, 1952. That act authorizes Federal 
agencies to prescribe fees and charges and states in part: 

“It is the sense of the Congress that any work, service, publication, report, 
document, benefit, privilege, authority, use, franchise, license, permit, certificate, 
registration, or similar thing of value or utility performed, furnished, provided, 
granted, prepared, or issued by any Federal agency * * * to or for any 
person (including groups, associations, organizations, partnerships, corporations, 
or businesses) except those engaged in the transaction of official bus siness of the 
Government, shall be self-sustaining to the full extent possible * * *,” 

The only ‘charges presently made in connection with Commission functions, 
other than charges for copies of documents, have been (1) the registration fee 
specified in section 6 (b) of the Securities Act of 1933; (2) the annual registration 
fee for national securities exchanges specified in section 31 of the Securities 
Exchange Act of 1934; and (3) the filing fee specified in section 307 (b) of the 
Trust Indenture Act of 1939 for trust indentures relating to securities not required 
to be registered under the Securities Act of 1933. 

The proposed rules, with certain qualifications noted therein, would impose 

following new fees and charges: 

(1) Letters of notification and other exemptive filings under section 3 (b 
of the Securities Act—$25 per offering. 

(2) Qualification of trust indentures covering securities required to be 
registered under the Securities Act—$100 per indenture. 

(3) Annual registration fee payable by investment companies—ranging 
from a minimum of $30 for companies having gross assets of $300,000 or 
less to a maximum of $2,500 for companies having gross assets in excess of 
$200,000,000. 

(4) Annual registration fee payable by brokers and dealers—$50 plus $10 
for each officer, partner, employee, etc., engaged in selling securities or 
supervising such activity. 

(5) Annual registration fee payable by investment advisers—$50. 

(6) Annual registration fee payable by public utility holding companies 
one two-hundredths of 1 percent of the assets of the system with a maximum 
of $25,000 and a minimum of $500 

(7) Annual fee for certain conditionally exempt public utility holding 
companies—one two-hundredths of 1 percent of the system assets with a 
maximum of $500. 

In addition, the proposed rules would increase the present fee for photodupli- 
cations of 7 to 10 cents per page to a minimum of 15 cents per page, and a charge 
of $1 would be made for each certification. 

It is proposed that no registration fee provided by these rules shall be payable 
by any registrant whose registration ceases to be effective prior to the effective 
date of the proposed rules or amendments, which is presently contemplated to 
be March 31, 1952. 

All interested persons may submit data, views, and comments in writing to 
the Securities and Exchange Commission at its main office, 425 Second Street 
NW., Washington 25, D. C,, on or before February 20, 1952 

Prorosep Fess For Exemertive Fittncs Unper Section 3 (b) or THE 

Securities Act 


The following amendments to the Rules and Regulations under the Securities 
(ct of 1933 are proposed pursuant to title V of the Independent Offices Appropria- 
tion Act, 1952, and sections 3 (b) and 19 (a) of the Securities Act of 1933: 

(1) Rule 222 would be amended by adding thereto a new paragraph (d) read- 
ing as follows: 

“(d) At the time of filing the letter of notification a filing fee of $25 shall be 
paid. Such fee shall be paid in cash, or by United States postal money order or 
certified check payable to the Securities and E xe hange Commission, omitting the 
name or title of any official of the Commission. 

2) Rule 240 would be amended by adding after paragraph (f) thereof a new 
paragraph reading as follows: 


95711 se 30 
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“‘At the time of filing the prospectus, a filing fee of $25 shall be paid. Such fee 
shall be paid in cash, or by United States postal money order or certified check 
payable to the Securities and Exchange Commission, omitting the name or title 
of any official of the Commission.” 

(3) Rule 320 would be amended by adding after paragraph (a) thereof a new 
paragraph reading as follows: 

“At the time of filing of the offering sheet a filing fee of $25 shall be paid. Such 
fee shall be paid in cash, or by United States postal money order or certified check 
payable to the Securities and Exchange Commission, omitting the name or title 
of any official of the Commission.” 

(4) Rule 370 would be amended by adding after paragraph (a) thereof a new 
paragraph reading as follows: 

‘“‘At the time of filing of the prospectus, a filing fee of $25 shall be paid. Such 
fee shall be paid in cash, or by United States postal money order or certified check 
payable to the Securities and Exchange Commission, omitting the name or title 
of any official of the Commission.” 


ProposEp FEE FoR Trust INDENTURES QUALIFIED UNDER SECTION 305 


The following rule is proposed to be added to the Rules and Regulations under 
the Trust Indenture Act of 1939, pursuant to title V of the Independent Offices 
Appropriation Act, 1952, and sections 305 and 319 (a) of the Trust Indenture 
Act of 1939: 

“Rule T-5A-4. Qualification fees 

‘At the time of filing a registration statement in connection with the quali- 
fication of an indenture pursuant to section 305 of the Act, the registrant shall pay 
a filing fee of $100 with respect to each indenture to be qualified. Such fee shall 
be paid in cash or by United States postal money order or certified check pavable 
to the Securities and Exchange Commission, omitting the name or title of any 
official of the Commission. 


ProposED Freres FOR REGISTERED INVESTMENT COMPANIES 


The following rule is proposed to be added to the Rules and Regulations under 
the Investment Company Act of 1940, pursuant to title V of the Independent 
Offices Appropriation Act, 1952, and sections 8 and 38 (a) of the Investment 
Company Act of 1940. 

“Rule N-SA-—2. Registration fees 

(a) Fach investment company which is registered under the Act shall pay to 
the Commission an annual registration fee except for the calendar year in which it 
files its notification of registration. This fee shall be computed upon the basis 
of the value of the company’s total assets as of the close of business on December 
31 of the preceding year in accordance with the following schedule: 


Value of total assets: Fee 
$300,000 or less_ _ - aa oe eeaetae $30 
More than $300, 000 but not more than $1, 000, 000... eae a 100 
More than $1,000,000 but not more than $2,000,000 < Ane bt 200 
More than $2,000,000 but not more than $5,000,000__._______. 5 500 
More than $5,000,000 but not more than $10,000,000 3 , 1, 000 
More than $10,000,000 but not more than $25,000,000_________-___ 1, 250 
More than $25,000,000 but not more than $50,000,000_ _ __. i SOOO 
More than $50,000,000 but not more than $100,000,000.— ___- oer gtnU 
More than $100,000,000 but not more than $200,000,000_______.___ 2, 000 
More than $200,000,000__. ____- ‘ Z eee 


(b) Registration fees for each calendar year shall be dati not later ehh June |. 
All fees shall be paid in cash or by money order or check payable to the Securities 
and Exchange Commission, omitting the name or title of any official of the Com- 
mission. The payment shall be accompanied by a statement showing the value 
of the total assets used as a basis for computing the fee. 

“‘(e) If the registration fee of any company is not paid on or before the date 
specified in paragraph (b), the Commission may order the registration of such 
company suspended or terminated for that reason.”’ 
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ProposEpD FrEs FoR REGISTERED BROKER-DEALERS 


The following Rule is proposed to be added to the Rules and Regulations under 
the Securities Exchange Act of 1934, pursuant to Title V of the Independent 
Offices Appropriation Act, 1952, and Sections 15 (b) and 23 (a) of the Securities 
xchange Act of 1934: 


Rule X-15B-7. Registration and filing fees for brokers and dealers 

‘‘(a) Each broker or dealer registered with this Commission shall pay a regis- 
tration fee for each calendar year or part thereof during which such broker or 
jealer is registered. The amount of such fee shall be as follows: 

(1) for the calendar year 1952, the sum of $50; and, except as otherwise pro- 
vided herein, for each calendar year thereafter the sum of $50 plus $10 for each 
person (including partners, officers, directors, and employees, and persons oceupy- 
ng a status similar to that of a partner or officer) who at any time during the 
preceding year engaged on behalf of registrant in the sale and purchase of securities, 
n the supervision of such activity, or in the management of the business of 
registrant. 

(2) No registration fee shall be due or payable (i) by any broker or dealer in 
the calendar year in which he becomes the successor of a registered broker or 
lealer who has paid all fees due hereunder or (ii) by any person who acquired 
registration pursuant to the provisions of Rule X-15B-5. For the purpose of 

is rule the term “‘successor’’ means a person who acquires substantially all of the 
ssets and personnel of a broker or dealer and continues his business. 

“(b) The registration fee for the calendar year 1952 shall be paid on or before 
lune 1, 1952; the registration fee for each calendar year thereafter shall be paid 
on or before March 31 of such year. If the registration fee has not been paid by 
these dates the registration shall thereupon terminate, unless proceedings to re- 
voke the registration or to impose terms and conditions upon withdrawal of the 
registration are pending. 

“(e) Applications for registration as a broker or dealer, except successor 
applications under paragraph (a) (2) above, shall not be accepted for filing unless 
the application is accompanied by a filing fee of $50 which, if registration becomes 
effective, shall be in lieu of a registration fee for the calendar year in which such 
registration becomes effective. 

‘“(d) All payments of fees shall be made to the Commission at Washington, 
ID. C,, and shall be made in cash or by money order or check payable to the 
Securities and Exchange Commission, without indicating the name or title of any 
fficial of the Commission.” 


ProrposEpD FEEs ror REGISTERED INVESTMENT ADVISERS 


The following rule is proposed to be added to the Rules and Regulations under 
the Investment Advisers Act of 1940, pursuant to title V of the Independent 
Offices Appropriation Act, 1952, and sections 203 (c) and 211 (2) of the Invest- 
nent Advisers Act of 1940: 

‘Rule R-203-4,. Registration and filing fees for investment advisers 

“(a) Each investment adviser registered with this Commission shall pay a 
egistration fee of $50 for each calendar year or part thereof during which such 
uvestment adviser is registered, except that no registration fee shall be due or 
pavable by an investment adviser in the calendar year in which he becomes the 
suecessor of a registered investment adviser who has paid all fees due hereunder. 
For the purpose of this rule the term ‘successor’? means a person who acquires 
-ubstantially all of the assets and personnel of an investment adviser and continues 
is business. 

(b) The registration fee due for the calendar year 1952 shall be paid on or before 
lune 1, 1952; the registration fee for each calendar year thereafter shall be paid 
i or before March 31 of such year. If the registration fee has not been paid by 
hese dates the registration shall thereupon terminate, unless proceedings to 

voke or suspend the registration or to impose terms and conditions upon with- 
rawal of the registration are pending. 

‘“(¢) Applications for registration as an investment adviser, except applications 

successors as defined in paragraph (a) above, shall not be accepted for filing 

nless the application is accompanied by a filing fee of $50 which, if registration 
«comes effective, shall be in lieu of a registration fee for the calendar year in 
ich such registration becomes effective. 
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‘(d) All payments of fees shall be made to the Commission at Washington, D.C., 
and shall be made in cash or by money order or check payable to the Securities and 
Exchange Commission, without indicating the name or title of any official of the 
Commission,” 


ProrosepD FErs FOR REGISTERED PusLic Utititry HoLpInG COMPANIES 


The following rule is proposed to be added to the rules and regulations under 
the Public Utility Holding Company Act of 1935, pursuant to title V of the 
Independent Offices Appropriation Act, 1952, and sections 3, 5, 20 (a), and 20 (c) 
of the Public Utility Holding Company Act of 1935: 


“Rule U-13. Annua Fees of Registered Holding Companies and Certain Exempt 

Holding Companies 

REGISTERED HoOLpING CoMPANIES.— 

**(1) ANNUAL FEE.—On or before the first day of May in each year, or within 
90 days after becoming a registered holding company, whichever is later, every 
registered holding company shall pay an annual registration fee for that calendar 
year of one two-hundredths of one percent of an amount determined in accordance 
with subparagraph (2) of this paragraph (a) except that the fee payable by any 
registered holding company shall in no instance be greater than $25,000 or less 
than $500 and the total fees payable by all registered holding companies in a 
single holding company system shall not exceed $25,000. Any holding company 
registering as such on or after October 1 of the calendar year shall be exempt from 
the payment of the fee provided by this paragraph (a) for that calendar year. 

**(2) BASIS OF THE FEF. 

‘““(A) The basis of the fee for each registered holding company shall be 
the aggregate of the assets and other debits, as shown on the corporate balance 
sheets, of the registered holding company and each of its subsidiary com- 
panies, as of the last day of the preceding vear, but not including: 

“(T) The assets and other debits of any subsidiary company thereof 
which is itself a registered holding company required to pay a fee, and of 
the subsidiaries thereof; and 

““T1) The amounts representing investments of the registered holding 
company in its subsidiary companies and the amounts representing 
investments of each such subsidiary company, not excluded by (I) above, 
in any associate company. For the purpose of this computation, invest- 
ments shall include all investment securities and advances, notes receiv- 
able, accounts receivable, interest receivable, and dividends receivable, 
per books. 

“(B) When the outstanding voting securities of a subsidiary company are 
owned by two or more registered holding companies, excluding registered 
holding companies excepted by paragraph (4) herein, the aggregate assets 
and other debits of such company shall be apportioned among such registered 
holding companies, for the purpose of this computation, in the ratio that the 
voting securities owned by each registered holding company subject to this 
rule bears to the total voting securities owned by all such registered holding 
companies subject to this rule. 

“(3) ALLOCATION OF MAXIMUM FEB.—When the computation of separate fees 
of two or more registered holding companies in a single holding company system 
shall aggregate more than $25,000, each such registered holding company shall 
pay that percentage of the maximum fee of $25,000 which its separate fee (limited 
to $25,000) bears to the aggregate of the separate fees of all registered holding 
companies in the system. 

“(4) Exceprion.—Any registered holding company which is exempt from all 
of the provisions of the Act other than section 9 (a) (2) shall be excepted from the 
provisions of paragraph (a) of this rule; provided, however, if the exemption of 
any such registered holding company is terminated before October 1 of any 
calendar vear such company shall pay a registration fee for that calendar year, 
less any fee previously paid as an exempt holding company for the same year. 
“(b) Certain Exempt Houtpina CoMPANIEs.— 

“(1) ANNUAL FEE.—On or before the first day of May in each year, or within 
90 days after becoming an exempt holding company, whichever is later, ever) 
holding company which is exempt from all of the provisions of the Act other than 
section 9 (a) (2) and which, as a condition to its exemption, is required to file an 
annual report. or statement with the Commission pursuant to an order under 
section 3 of the Act or under the provisions of Rules U-2 (a) or U-9 shall pay an 
annual fee for that calendar year of one two-hundredths of one percent of an 
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amount determined in accordance with subparagraph (2) of this paragraph (b) 
except that the fee payable by any exempt holding company shall in no instance 
be greater than $500. Any company becoming an exempt holding company 
on or after October 1 of the calendar year or any company which has paid a fee 
as a registered holding company for that calendar year shall be exempt from the 
payment of the fee provided by this paragraph for that calendar year. 

“(2) Basis OF THE FEE.—The basis of the fee for each exempt holding company 
shall be the aggregate of the assets and other debits, as shown on the corporate 
balance sheets, of the holding company and each of its subsidiary companies, 
as of the last day of the preceding year, but not including the amounts represent- 
ing investments of the holding company in its subsidiary companies and the 
amounts representing investments of each such subsidiary company in any 
associate company. For the purpose of this computation, investments shall 
include all investment securities and advances, notes receivable, accounts re- 
ceivable, interest receivable and dividends receivable, per books. 

“(¢) Form or PaymMeNnt.—AIl payments of fees shall be made in cash, or by 
money order or check payable to the Securities and Iixchange Commission, 
without indicating the name or title of any official of the Commission. The pay- 
ment shall be accompanied by a statement showing the details of the fee com- 
putation. 

“(d) Derinirions.—Any definition of a term contained in the Public Utility 
Holding Company Act of 1935 shall be applicable to such term as used in this 
rule.”’ 

ProposeD Fexrs ror DupLicaTioNs AND CERTIFICATIONS 


The following amendments to the Rules of Practice of the Commission and to 
the Rules and Regulations under the Securities Act of 1933 are proposed pursuant 
to title V of the Independent Offices Appropriation Act, 1952, and pursuant to 
sections 6 (d) and 19 (a) of the Securities Act of 1933, 23 (a) and 24 (b) of the 
Securities Exchange Act of 1934, sections 20 (a) and 22 (a) of the Publie Utility 
Holding Company Act of 1935, sections 38 (a) and 45 (b) of the Investment 
Company Act of 1940, and sections 210 (a) and 211 (a) of the Investment Ad- 
visers Act of 1940: 

Amend rule XIII (j), Rules of Practice, to read as follows: 

‘*(j) Matters of public record may be inspected in the Public Reference Room 
at the principal office of the Commission, and such material on file at regional 
offices of the Commission may be inspected at those offices during regular business 
hours. Copies of matters of public record will be sold to any person upon payment 
of 15 cents for each reproduction of an original page not exceeding 84 by 13 
inches, and 15 cents for each additional 8% by 13 inches or fraction thereof. 
Documents will be photocopied at a 25 percent reduction in size unless otherwise 
specified. A charge of $1 in addition to the copying charge will be made for 
each certificate attesting to the authenticity of copies of Commission records.” 

Repeal rule 121 under the Securities Act of 1933 and rule T-7A-88 under the 
Trust Indenture Act of 1939. 


Senator MayBANK. Several Senators have requested information 
from the committee as to title V in order to reply to the dozens of 
letters they have received on the subject. The following memorandum 
has been prepared and addressed to several Senators. In general, it 
covers the legislative history on the subject, as well as the Bureau of 
the Budget recommendations as to revising fees and charges. 

It will be placed in the record at this point. 

(The information referred to follows: ) 


Memorandum for Senator Maybank: 
TirtLe V or INDEPENDENT OFrrFrices APPROPRIATION Act, 1952 


The records of the Committee on Appropriations of the United States Senate 
disclose the following information relating to Title V. 

Title V of the Independent Offices Appropriation Act, 1952, was proposed by 
the House Committee on Appropriations and enacted without amendment 
as follows: 

“Tt is the sense of the Congress that any work, service, publication, report, 
document, benefit, privilege, authority, use, franchise, license, permit, certificate, 
registration, or similar thing of value or utility performed, furnished, provided, 
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granted, prepared, or issued by any Federal agency (including wholly owned 
Government corporations as defined in the Government Corporation Control Aci 
of 1945) to or for any person (including groups, associations, organizations, 
partnerships, corporations, or businesses), except those engaged in the transactio: 
of official business of the Government, shall be self-sustaining to the full extent 
possible, and the head of each Federal agency is authorized by regulation (whicl 
in the case of agencies in the executive branch, shall be as uniform as practicab|: 
and subject to such policies as the President may prescribe) to prescribe therefo: 
such fee, charge, or price, if any, as he shall determine, in case none exists, 0: 
redetermine, in case of an existing one, to be fair and equitable taking into con- 
sideration direct and indirect cost to the Government, value to the recipient, 
publie policy or interest served, and other pertinent facts, and any amount s 
determined or redetermined shall be collected and paid into the Treasury a 
miscellaneous receipts: Provided, That nothing contained in this title shal 
repeal or modify existing statutes prohibiting the collection, fixing the amount 
or directing the disposition of any fee, charge, or price: Provided further, Tha: 
nothing contained in this title shall repeal or modify existing statutes prescribine 
bases for calculation of any fee, charge, or price, but this proviso shall not restric: 
the redetermination or recalculation in accordance with the prescribed bases 
the amount of any such fee, charge, or price.” 

During the hearings held by the House subcommittee, several of the agenci: 
were asked about their collection of fees. The questions and answers relating 
to the Securities and Exchange’'Commission begin on page 725, and those relating 
to the Federal Power Commission begin on page 681. 

In their report on the bill (H. Rept. No. 384), the House committee stat 
(pp. 2-3 

“The committee is concerned that the Government is not receiving full retur 
from many of the services which it renders to special beneficiaries. Many fees 
for such services are specifically fixed by law, and in some cases, it is specifical|\ 
provided that no fees shall be charged. In other cases, however, no fees ar 
charged even though the charging of fees is not prohibited; and in still others 
fees are charged upon the basis of formulas prescribed in law, but the applica 
tion of the formulas needs to be reexamined to bring the actual charges into lin: 
with present-day costs and other related considerations. 

“Tt is understood that other committees of the Congress have interested them 
selves in this matter and that studies now are under way which may result i: 
further legislation to require that adequate consideration be received for suc! 
services. However, such studies are necessarily time consuming and the required 
legislation may not be enacted for a considerable period. Accordingly, the com 
mittee has inserted language in the bill (title V, p. 60) which would authoriz 
and encourage the charging or increasing of fees to the extent permitted unde: 
present basic laws, but which would in no way conflict with studies now unde: 
way to effect changes in such basic laws. 

“Tt is estimated that in 1952 the Government will receive more than $300 
000,000 in fees from sources of the type here under consideration. It seems en 
tirely possible that many of these fees could be raised, and that fees could be 
charged for other services of similar types in cases where no charge is now made, 
to the extent that the Government might realize upward of $50,000,000 addi 
tional revenue. 

“The bill would provide authority for Government agencies to make charge- 
for these services in cases where no charge is made at present, and to revise charges 
where present charges are too low, except in cases where the charge is specifical!\ 
fixed by law or the law specifically provides that no charge shall be made. It !- 
not the committee’s intention in including this provision to disturb existing 
practices with respect to charges for postal services, sales of power, or the interest 
on loans by the Government.” 

During the debate on the bill on the floor of the House on May 3, 1951, Mr 
Yates, of Illinois, stated: 

“For the first time, our subcommittee went into a new question, the questio: 
as to whether or not there should be charges and fees made by regulatory agencie< 
of the Government for many of the services which they render to those who come 
within their jurisdiction. One of the great problems that faces our country is 
the difficulty of the regulatory commissions to cope with the complexities of our 
growing industrialized society, to deal with the regulatory problems for whic! 
they were created and with which they are confronted. A realistic appraisal of 
their function requires increased appropriations, because their problems and 
difficulties grow as our economy grows. As an example I cite the Federal Com- 
munications Commission. The Federal Communications Commission grants 
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franchises, licenses, certificates of convenience and necessity, if you will, to all 
broadcasting stations upon application for such licenses, franchises, and certifi- 
cates. The Commission undertakes extensive hearings first in connection with a 
construction permit; secondly on the question as to the allocation of the position 
of a particular broadcaster in the spectrum of megacycles over which the Federal 
Communications Commission has control. That is a pretty difficult job and a 
complicated job, and entails extensive hearings by the Federal Communications 
Commission. The taxpayers pay every dollar of the charges and of the costs that 
go into that hearing. The companies pay nothing, other than taxes, and I think 
it is only fair that in exchange for the franchise that the Government gives the 
broadcasting company and the protection which the Government affords to such 
broadcasting company to assure its freedom from interference in the operations 
of its breadeasting facilities in the particular point of the spectrum which it 
occupies, that it should pay some of the costs of the hearings. It is perfectly 
proper that the franchised company make a profit, and there has been much 
profit making. Such companies should assume a greater share of the costs, 
because regulation is necessary. I think also that the Government should be 
able to recapture some of the costs that go into the hearings of the other regulatory 
agencies. Such fees are appropriate for many of the hearings which take place 
before the Interstate Commerce Commission. I know that in my home city of 
Chicago the city requires the owner of every building which operates a passenger 
elevator to obtain a license for that elevator, and in order to recoup the costs for 
inspection in such licensing it requires a rather nominal license fee. 

‘‘The Interstate Commerce Commission is required to inspect locomotives of 
railroads, safety appliances, signaling systems, various facilities of that type. 
The Government pays every cent for this operation. In addition to that, much 
of the work of the Interstate Commerce Commission is involved with hearings on 
applications for certificates of convenience and necessity for bus lines and other 
common carriers. The Government assumes the complete cost of such hearings 
in spite of the fact that here again it grants a franchise which is very valuable to 
the company making the application, and in the operation of which franchise it 
is protected from competition. 

“‘Fach of the Commissioners who appeared before us was asked his opinion as 
to whether or not it was feasible to charge for a portion of the operations of the 
agency, and in each event the Commissioner thought that it would be practicable. 
Not only that, one Commissioner expressed the viewpoint that such a practice 
would not only be feasible, but would deter and do away with many superfluous 
applications. Therefore, the subcommittee in its deliberations decided to put a 
new legislative section into the bill which would permit each of the agencies to 
appraise its own operations to see whether or not it would be possible to recapture 
for the Government some of the costs that the Government incurs in connection 
with this regulation through the establishment of a schedule of fees.’ 

When the bill was before the Senate subcommittee, the title was discussed and 
approved, and since no amendments were proposed to the title, nothing appears 
in the report of the Senate committee and no statement was made during floor 
debate. 

A progress report from the Director of the Bureau of the Budget has been 
submitted to the committee dated January 28, 1952, in mimeographed form, from 
which the following are pertinent excerpts: 

‘‘Nearly 2 years ago the Bureau of the Budget initiated a project for the exami- 
nation of charges presently made for Government services and products, and of 
services rendered to special beneficiaries without charge. The purpose of the 
project is to obtain for the Government adequate compensation for such services 
and products where it is appropriate, and to obtain policies that provide reasonably 
equitable treatment for similar services rendered by different departments or to 
different clientele. 

“The Senate Committee on Expenditures in the Executive Departments made 
a brief exploration of the subject in 1950. It expressed the hope that the study 
of the Bureau of the Budget which had just then been initiated would be carried 
through to legislative implementation (S. Rept. No. 2120, 8ist Cong., July 24, 
1950). 

“The House Committee on Ways and Means subsequently requested the 
Bureau of the Budget to proceed with its study and to give its reports of the 
results (December 30, 1950). 

“The President voiced his views of the subject in these words in the budget 
message for 1948: 

““ “While it is not sound public policy to charge for all services of the Federal 
Government on a full-cost basis, and many services should be provided free, the 
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Government should receive adequate compensation for certain services primarily 
of direct benefit to limited groups.’ r 

““A brief and simple questionnaire became the first step in the over-all review 
of this subject. Under date of May 21, 1951, this questionnaire was sent to 
all executive agencies. * * * 

“In response to the questionnaire, 39 agencies reported 1,772 services and 
products given or sold to individuals, groups, ete. * * * Three depart- 
ments (Interior, Commerce, and Treasury) accounted for more than 45 percent 
of the total number of items. * * #* 

“In their responses to the questionnaire, agencies suggested the possibility of 
approximately 85 changes which could be made by administrative action. Sub- 
sequently, in the preparation of the budget for 1953, some additional possibilities 
were developed by the agencies or by Budget Bureau staff. 

“After review by the Bureau of the Budget, the agencies were urged to put 
these suggested changes into effect as soon as possible. The number of such 
changes determined upon to date, and the additional amount to be received 
therefrom as estimated in the 1953 budget, are as follows: 


Estimated net income 








Number . 
of 
changes Fiseal year Fiscal year 
1952 1953 
Suggestions for which income estimates are available: 
Changes in present charges 35 $8, 070, 413 $22, 496, 858 
New charges ee pilin 4 4,100 
&, O70, 413 22, 500, 958 
Suggestions for which no income estimates are presently avail- 
ible: 
Changes in present charges ; 4 30 cake 
New charges 29 
OS 
Estimated income reflected as follows: 
To miscellaneous receipts and special fund receipts acids : 1, 250, 747 1, 455, 900 
To reduce expenditures of the agency Shaan ieee 6, 157, 166 20, 292, 689 
To trust fund receipts for use by the agency 662, 500 752, 369 
Total Z ‘ ‘aicah Site adalat niente ie 8, O70, 413 22, 500, 958 


“The first evaluation by the agencies and the Bureau of the Budget has also 
indicated the desirability of making a number of changes in various charges, which 
cannot be accomplished administratively. These include about 45 to 50 cases 
where an inadequate charge is now in effect, and about 30 cases where a service is 
now provided free. The estimated annual net income on a full-vear basis, if such 
changes are authorized, is $14.8 million. 

“Legislation to permit the proposed changes and the imposition of the new 
charges is now being drafted by the agencies concerned and the Bureau of the 
Budget. It will be submitted to the Congress as soon as practicable for its 
consideration. 

“The Bureau of the Budget intends to pursue the additional steps outlined 
above, within the limits of its resources, in order to make effective in this area the 
policies of the President and the Congress. As additional results are obtained, the 
progress will be reported to the interested committees of Congress.”’ 

Statements to the same effect in the budget message of the President appear at 
pages M-11 and 1160 in connection with miscellaneous receipts. 

The cireular notice sent out by the Securities and Exchange Commission 01 
January 31, 1952, requested all interested persons to submit data, views and 
comments by February 20, and a later notice extended the time to March 10. 

Public hearings on the subject were begun by Securities and Exchange Com- 
mission on March 14. A subeommittee of the House Committee on Interstate 
and Foreign Commerce is also beginning hearings on the subject. 

Congressman Busbey, of Illinois, has introduced H. R. 6846 to amend title V 
by exempting brokers or dealers subject to the 1934 act from such fees and 
charges—see his statement on March 19, 1952 (Congressional Reeord 2567-2571). 

Everarp H. Smirna, 
Chief Clerk, Committee on Appropriations, United States Senate. 
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FEES AND CHARGES (TITLE V) 


Senator MaypBank. I refer to charging fees. Senator Saltonstall 
has received a large number of letters from people in Massachusetts 
concerning these fees you put into effect and that is the reason that 
[ put title V in the record. 

Senator Saltonstall’s letter reads as follows: 

It represents a direct contravention of the intention of Congress. 

The relegation of the taxing power to a governmental ageney would be seriously 
detrimental to the United States and the position of Congress. 


He speaks about this order of the fees that you put in. He says: 


It represents a decided injustice in the annual registration fees on brokers, 
dealers, and their selling employees, which is proposed in it. 

It points toward the likelihood of a self-sustaining commission, with all of the 
dangers inherent therein. 

It threatens the setting of a precedent which might easily affect many profes- 
sions, businesses, and industries. 

It weakens the principle of congressional control of the purse as a check upon 
ageney ambitions and increased powers. 

I would appreciate it very much if you would be willing to question the Chair- 
man of the SEC concerning these proposed charges as to why they have imposed 
the type of charges thev have and why they believe that these charges represent 
service to the broker or dealer who, of course, already has to pay filing charges 
for any proposed issue of securities which the SEC passes upon. 

If you would comment as to those statements in Senator Saltonstall’s 
letter that he asked me to bring up here, | would appreciate it. 

Senator Ferauson. Is the order in effect? 

Senator MaysBank. How about that, Commissioner? 

Chairman Cook. The order is not. 

Senator Mayspank. I thought the proposed order was attached to 

Do 
that letter. 

Senator FerGuson. It is not in effect? 

Chairman Cook. No. 

Senator Frerauson. Is it your proposal to use the money you 
would get in the increase in fees over and above what you are asking 
Congress for? 

Chairman Cook. If any fees were collected under the terms of 
title V, they would have to be deposited in the general fund of the 
United States Treasury. The Treasury would eet the money and it 
would not be available to the Commission. 

Senator Ferauson. You would not use them as a revolving fund? 

Chairman Cook. We would be prohibited by law not only from 
using them but they must be paid into the Treasury. I may say that 
pi ticular point has been widely misrepresented. I have seen 
innumerable articles in the press to the effect that the SEC was seeking 
to impose upon various persons who are serviced by it or regulated by 
it fees which it would then use to become a self-supporting agency. 
Those articles were false. If the authors of those articles had only 
taken the trouble to look at title V, they would have seen that on its 
face title V prohibited our agency and any other agency from having 
access to those funds. 

Let me start at the beginning with respect to the fees. 

Senator MaysBank. I would appreciate it if you would comment on 
all of the points he raised there, because I told him I would ask you to 
do that. Since he had to be absent today, it means a lot to me that 
you do that. 
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NO POSITION TAKEN ON PROPOSED FEES 


Chairman Cook. First of all, the Commission has made it entirely 
clear that it takes no position whatsoever with regard to the question 
of whether fees should be imposed. We have categorically stated on 
innumerable occasions, both in letters to Congressmen and to con- 
gressional committees, in proposed reports on bills and in public 
hearings held with regard to the proposed fees, that the Commission 
believes that the question of charging fees is a matter of broad general 
fiscal. policy for the Congress and it takes no position in regard to its 
desirability. 

We believe, however, that as a responsible agency, if Congress 
passes legislation that places a duty upon us, we are to proceed forth- 
with, promptly, honestly, and efficiently to implement what we regard 
as the will of Congress in the premises. 

Senator Corpon. In which I am 100 percent in agreement with you 
on. 

Senator Fmerauson. Who made the order? 


1952 APPROPRIATION ACT (TITLE V) 


Chairman Cook. May I go through it chronologically? When 
title V was included in the appropriation bill, we immediately became 
cognizant of it, and thereafter commenced a study to determine 
whether fees should be charged under this provision and, if so, in 
what amounts and for what purposes. As you will recall, under 
title V it was originally conten that general rules would be 
promulgated by the Bureau of the Budget pursuant to authorization 
by the President. After we completed our study, we then contacted 
the Bureau of the Budget to determine whether any such general 
rules had been promulgated or would be. We were advised by the 
Bureau of the Budget that none had been; that none were contem- 
plated at that time and that we were to proceed with the prior in- 
structions. 

Senator Corpon. Did you indicate there in your statement that 
you had received prior instructions? 

Chairman Coox. Yes. Upon inquiry after the passage of title \ 
we were informed that until uniform policies should be established 
each agency was to proceed directly to implement the provisions of 
title V. 

Senator Corpon. From whom did you receive that information? 

Chairman Cook. I believe Mr. Lawton, the Director of the Budget. 

Senator MayBank. The Bureau of the Budget has sent out ques- 
tionnaires on 1,772 services that are sold or given by 39 agencies to 
various business groups and various other organizations throughout 
the country to see about what fees could be charged against those 
services. I want to say for the record if it gets to that point, it 
appears to me the power of Congress to legislate will be severely hurt. 
I cannot imagine agencies having the right to charge fees. 

Senator FerGcuson. Unless it 1s done ‘by Congress. 

Senator MayBank. This is the Bureau of the Budget. Congress 
might do it for that number, but it would be dangerous to charge 
everybody who wanted a service. I imagine it jon go into the gas 
business and the power and electricity business. 
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Senator Corpon. We ought to be more careful about what we write 
in our laws. 

Senator MayBank. I grant you that. They have got the law. 

Senator Feracuson. We ought to be careful of what authority we 
confer. 

Senator Corpon. Or what directions we give. 

Senator MayBank. It is permanent legislation for you? 

Chairman Cook. It is. 


PROMULGATION OF SCHEDULE OF FEES 


About the middle of January I testified before the House subcom- 
mittee on Appropriations with regard to the appropriation of this 
Commission. At that time, as the public record shows, I was asked 
by the chairman of the subcommittee, Congressman Thomas of Texas, 
what the Commission had done under title V and why it had not 
promulgated a schedule of fees up to that time. In view of the length 
of time title V had been on the statute books, that was a fair question. 
| answered Congressman Thomas by telling him the details of what 
had transpired, telling him the Commission had before it a schedule 
which it was shortly going to promulgate and that such a schedule 
would be promulgated within a week or 10 days. 

Thereafter on January 31, 1952, we issued a notice of a proposal to 
adopt and amend rules with respect to fees and charges by the Com- 
mission. This notice was issued to the press, was given to our mailing 
list and was circulated widely. Everyone who had an interest in the 
subject had actual notice. This proposal provided that written com- 
ments would be received by the Commission. Subsequent to the 
issuance of that notice we extended the time during which written 
comments would be received. In view of the widespread interest in 
the matter, the Commission then determined to hold public hearings. 
It did hold public hearings on March 14 which was the first date. To 
provide adquate opportunity for all who desired to be heard the 
Commission determined to hold additional public hearings. They 
were held on March 31. At that time everyone who indicated any 
interest whatsoever and who wanted to be heard was heard to the 
fullest extent as long as they desired, on any phase except two. 
Those two phases were, No. 1, whether this title V was or was not 
constitutional. The Commission felt that was for the courts. 


SCHEDULE OF FEES HELD UNDER ADVISEMENT 


No. 2 was on the policy of this legislation. The Commission 
believed that policy was for Congress. 

Senator Ferauson. What was the contention? That it was un- 
constitutional? 

Chairman Cook. That it was an unlawful delegation of the taxing 
power. We did not hear those contentions. 

Senator Fereuson. Did it reach court? 

Chairman Coox. No. We have promulgated no final schedule yet, 
so there is nothing which could be the subject of a proceeding. 

Senator Ferauson. This applies to others besides your agency? 

Chairman Cook. Yes, but we were the first agency which got on 
the ball and did what we thought Congress wanted us to do. 
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Senator Feraguson. Dil any other agency attempt to carry this 
out or carry it out? 

Chairman Coox. Not to my knowledge, although I understand a 
number of agencies, as they appeared before various appropriation 
subcommittees of the House, were questioned with regard to what 
they had done and intended to do as we were questioned in that regard. 

Thereafter the record was closed and the Commission now has the 
entire matter under advisement. 

Senator, that is the chronology. Senator Saltonstall has asked a 
number of specific questions. The first point reads 
It represents a direct contravention of the intention of Congress. 


Our position is it represents no such thing at all. All of our lawyers 
who have looked at it believe that what the Commission proposed 
was authorized by the statute and the Congress intended us to proceed 
under that authorization. 

Senator Corpon. You understand that the contention shown in the 
Senator’s letter, or the contentions, are the contentions made to hin 
and not by him? 

Chairman Cook. The Senator in his letter is summarizing the com- 
plaints which he has received. 

Senator Mayspank. And he wants to have something definite on 
this record in answer. 

Chairman Cook. I know Senator Saltonstall and I know that he 
would not take any position on these matters in advance of having all 
of the facts. He is a very fair man. 

The next point is: 

The relegation of the taxing power to a governmental agency would be seriously 
detrimental to the United States and the position of Congress. 

I do not quite know what the word “relegation”? means, but if the 
point is that Congress is delegating its taxing powers, that is a judicial 
question which we would not pass upon. That is a constitutional 
question. 

It represents a decided injustice in the annual registration fees on brokers, 
dealers, and their selling employees, which is proposed in it. 

Well, I can only answer that by saying that the schedule which was 
promulgated we believed was a reasonable one and in accordance with 
the law. 

ESTIMATED FEE REVENUE 


Senator Firauson. How much money would you have raised by it? 

Chairman Cook. The entire schedule of fees would have raised 
$1,000,000. 

Senator FerRGusoN. So it would not have made it self-supporting? 

Chairman Cook. We would not get it in any event. 

Senator Frerauson. It would not have benefited the Government? 

Chairman Cook. I should add, to give you the picture, that under 
two of the other statutes, namely, the Securities Act of 1933 and 
under the Securities and Exchange Act of 1934, two types of fees are 
already charged. Those are provided by Congress and the statutes. 
They bring in roughly $1,000,000. 

Senator Fercuson. So that is $2,000,000 you would get out of 
$5,000,000 plus? 
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(Sec, 80.20 (Sec. 90.20; 90.32] 
(Amendments to registration - $10 plus additional 
% fee for any increase in offering price.) 

(Sec. 30.20] 






























Examin tion ok mvestigation Char 
issuers proker—Dea | ers. 
E F 
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deposit to cover cost of such examination.) 

Sec. 292.160; 292.170] 


Statements made on basis 
of expert reports may be 
verified, at expense of 
issuer, by imependent 
expert designated by Com- 
mission in connection 
with registration 
revocation 
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services. 
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subject for judicial 
inguiry, or appears to be 





Collection am Dis- 
ition of Funds 
()) 


Collected by Director ari paid 

to State Treasurer, except where 
expert auditor employed, applicant 
permitted to make direct paynent 
to such expert. 


(Sec. 292.280] 


Paid into General Fund of State 
Treasury. Legislative appro- 
priation to provide funds for 
salaries ami expenses of Com 
mission. Special fund abolished. 


{Sec. 1279.20] 


Collected by Bank Commissioner 
and turned into State Treasury. 
Legislature appropriates 
funds for adminis- 
tration of Act. 
(Sec. 1; z2i\ 


Fees collected paid into State 
Treasury. 


[Sec. 19] 


No special provisions 


Fees collected by Comission 
paid into State Treasury. 
Perpetual revolving fund of 
$1000 advanced from State 
Treasury to defray expenses 
incurred ty the Act. Advanced 
deposits paid into State 
Treasury to credit of “State 
Securities Commission In- 
vestigation Fund" from which 
examination expenses are paid. 


[Sec. 90.04; 80.17; 80.20 | 


gheet 
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Fees for Regi ion of Securities Annual Licensing Fee: 
State Notification Qua cation Brokei-DG@iters 5/ nO 











Mississippi $25 up to $10,000 $25 lus % 
Miss. Code, $50 06" «= $50,000 $1 for registration 
942, a8 $75 ™“ © $100,U00 of each security 
amended] $100 * *® $150,000 sold by cealer, 
$125 " ® $200,000 whether security 
$150 " * $250,000 exempt or qualified. 
$200 * ® $500,000 


$250 over $500,000 

(Sale of exempt securities by others than 
registrants or exempted owners - $5 annually 

plus registration fee of $100 for 3 classes 

of exempt securities in such cases.) 









































(Sec. 5363; 5381; 5362) [See. 5372; 5376] (See. 5374\ 
‘Missouri $20 plus %25 % | 
(Revised Statutes 1/20 of 1g 
»f Mo., 1939, Min. - $25 : 
Ch. 41, as Max. - $250 | ‘ 
amended ] (annual renewal - $10 ' 
except investment 
contracts and other 
continuous offering 
types of securities - 
‘ $100.) 
(Sec. 8263] (Sec. 2263; 8204) [Sec. 9279 
Montana Permit to sell - $25 $25 plus % 
‘Rewised Code Thereafter annual fee based on total assets $5 for each issue 
of Montana, of issuer as follows: of securities 
1935, Ch. 316, $25 up to $50,000 handled. 
aS amended | $50 = $50,000 to $100,000 
#75 = $100,000 * $300,000 
$100 - $300,000 * $600,000 
#150 - $600,000 " $1,000,000 
$200 - $1,000, * $2,000,000 
$300 - $2,000, * $5,000,000 
(Sec. 4037; 4050] Kee. 4040; 4050) 
_Nebraska 1/10 of 14 $25 —- not more 3 salesmen| $5 | 
Revised Statutes Kin. - $25 $50 - 4 to 10 salesmen 
of Neb., 1943, $100 - 11 to 25 « 
h. &, art. 3, $200 - 26 to 40 * 
as amended | $200 plus $25 for each 
additional salesman over 


40. 


(Sec. 81-337, (Sec. 81-357] (Sec. #1-309 





Nevada No Blue Sky Law 











#10 
(él for each employee 
and agent of issuer 
euthorized to sell 
semurities.) 


(Sec. #; 24] (See. 19; 25; 5] 


No fees except in any action brought under Act, Attorney General shall be entitled to recover costs and court may ward coun: 
[Sec. 493 1-27] 


New Sampshire Filing fee - $10 
[Revised Laws of 

NeH., 1962, 

h. 336, as amended 
and Regulations 
promulgated thereunder 







New Jersey 
(Revised Statutes of 
NeJe, 1937, as 

















$5 (Agents of ismer) 






New Kexico Application to sell speculative securities - ¥25 


(N.M. Statutes Ann., 
1941, as amended] 









Permit to sell any security ("State Notice") - <4, See Col. "A" and "B® 
plus filing fee for "Dealers Statement" for sale of 
non-exempt securities - $5. 

($2.50 fee for Supplemental "Dealer's Statement" 
and $2 fee for additional "State Notices" required 


for sale of certain non-exempt securities.) 


om. Sl 


New York 

Art. 234, General 
jusiness Law; Ch. 20, 
Sonsolida ted Laws | 















KAT Lk + 20100 ar) 


(1) Examination of issuer, 
including cost of 
appraisals, at expeme 
of applicant. 

(2) Where violation sus- 
pected, investigation at 
expense of issuer or 
registrant. 

(3) If party beliewed to be 
selling securities without 
required registration, 
expense of investigation 
paid out of fumis collected 

er the Act. 


ec. 5365; 5376] 


In connection with securities 
reyuired to be qualified, 
investigation, appraisals, 
and audits at expense of 
applicant. 


Gee. 8267 | 


Subject to examination at any time deemed advisable. 
examination - $10 per day olus actual traveling ani hotel 


expenses. 


(Sec. 4043 | 


Miscellaneous Fees 


= Dea) ure and es 

Fr | G 
See Col. "Ee ites an Issuers ammal report - 
muaber (2). 


R. 

(2) Petitioner required to 
pay for preparation 
of record on appeal, 
which may be assessed 
as part of costs by 
court. 


(Sec. 5379; 5385 | 


(1) Issuers annual reports - 
22.50 

(2} Copies of Public Records 
at cost. 


(Sec. 5378\ 


(Sec. #268; 2274 _! 
Annual statements of issuers 
and broker-dealers - §2.50 


Field 


‘See. 4050} 





(1) Expense of examination 
borne by issuer, advance 
deposit may be required. 


Gee. 21-317) 


(2) where written complaint received 


Commission may require complzinant to advance ceposit to 
Commission may also nake inmresti- 


cover expenses thereof. 
gation at its own direction. No 
expenses by parties investigated. 


(See. @1-317; 





rd counsel fees in addition thereto. 


(1) Examination, andits and 
appreisals in connection 
with application for permit 
to sell securities made at 
expense of issuer. 

(2) Subsequent examinations of 
accounts of issuer may be 
made at any time, fee not to 
exceed $15 per day for each 
examination, plus actual 
hotel and traveling expanses 
of examiner in field ex- 
aminations. 


(Sec. 50-1704; 50-2709 | 







(1) Eeamiratior at applicant's 
expense — per diew $10 per 
cay for «examiners plus 
actual expenses. 

(Sec. e1-30d] 
and irvestigetion warrarted, 





(1) Transcripts of records 
10¢ per page, where 
certified $1 for 
certification. 

(2) Keasonable fee for 
publications issued. 

(3) Appellart pays cost 
of transcript on 
appeal, which may be 
assessed as part of 
costs ty court. 

(See. 1-326; e 







provision for payment of 


81-329 : 





21-328 












Certi fied conie- of broker— 
dealer registratton - jl. 





Examination upon aonlication 
and anmally as deened 
necessary at expense of 
broker-dealer. 





(Sec. 10 and Remulation 4] (Gee. 16 


Quarterly 7inmancial state- 
ments of issuers - $2.50. 


Any dealer's sworn state- 
ment required to be filed 
with Departaent of Law - $2. 


[Sec. 39-06 _| 





Collection and Dis- 
position of Furris 
H 


Furnis collected paid into State 
Treasury, except that Secretary 
of State may retain ami expeni 
necessary amounts to make 
investigations, and for ad- 
ditional help and postaze. 
Retention and exvenaiture of 
funds for additional assistance, 
ana other expenses necessary 
for administration of Act 
limited to $100 per no. 
Col. "Ee", 


(See 
item number (3)). 


(Sec. 5374; 5384; 5388; 5378] 


Funds paid to State Coliector of 
Internal Revenue, salary of 
Comnission paid out of State 
Treasury. 


[Sec. 8264; 8290] 


All furs collected paid into 
General Fund. 


(Sec. 4050 ] 


(1) Funds coliected for ex- 
eminztion of applicants for 
brokemcealer registrat.io: 
paid to State Treasurer 
and crecitcce to Lept. Fund. 

(2) Other funds collected, used 
for enforcement Act, when 
specifically appropriated 
therefor by legislature. 





(Sec. 81-308; 81-344] 





No special provision. 


Funds collected by Bank Examiner 
and paid over to State Treasury, 
said funds used for payment of 
adsinistration expenses and 
salaries under Act. 


(Sec. 5017151 


No special provisions. 


4510490 
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issued by n.D. 
Secorities Cas- 


nissicg|6/ 


Ohio 

(Dhic General Code, 
1910, as amended. 
(See also Regulations 
re administration of 


above act] 6/ 


- Statates 
1941, Ti nN, 
as amended 


Oregon 

(Ore. Compiled 
Laws Annotated, 
1940, as amended | 


_ Pennsylvania 
\Purdon's Pa. 
Ste tates 
Anno ta’ 

Title 70 


Rhode Island 

| Gen. Laws of R.I., 
1938, Ch. 121, as 
ered 


See also Regulations 
veder Ca. 121| 4/ 





1/20 of 1¢ 
Min. = $10 
Max. - 9100 








(Includes agents of 
issuers) 












(Sec. 10-0425] [Sec. 10-0406; 10-0425] 3 See Sec. 10 


Sec. 10-0422 
of issuers’ Regulations | 
















$10 plus $50 - not more than 







1/20 of 1% 5 salesmen 
Min. = $25 $75 - not more than 
Max. = $100 10 salemen 


$100 - over 10 saleamen 
If mamber of salesmen 
exployed increases 
during year, additional 
fee provided for. 

(Por less than year pro- 
portionate fees provided 
for, except min. - $25) 


































1/20 of 1% 1/lo of 14 
Min. ~ $20 Min. = $20 (Max. - $500 for all 
Max. - $300 agents of a broker- 













1/10 of 1% up to $100,000 plus 

$10 for each additional £100,000. 

Min. additional fee - $10 

Mex. ® ® - 3500 

Renewal - $10 except contimous offering 

types of securities - $25. Cooperatives 

exempt from renewal fee. 

Resale of non-exempt outstanding securities - 

1/10 of 1% - Min. - $10. 
« 80-107; 

80-108; 80~11) 


$50 
(Issuer acting as 
dealer exempt from pay- 
ment of this fee) 


















Application fee ~ $10 
Registration fee - is 












Total 
(1/2 yr. fees provi 








Duplicate Registration 
Certificate - $20 
Filing notice of change 
in business - $20 
Duplicate of amended 
Registration 


Cil and Gas royalties only - $25 payable 
to geologis* Jesignated ty Deps; tment. 






(Sec. 6 of Regulations | 












Exarrination and Investigation 


Miscellaneous Fees 


and Charges 


Copies of papers supplied 
at cost. 
















(1) Examination, andits and 
appraisals in conection 
with application for 
registration by qualification 
may be made at expense of 
issuer and bord may be re- 
quired to cover cost thereof. 
(2) Examination at any time deemed 
advisable at expense of ismer 
plus not more than $25 per day 
and hotel and treveling ex- 
(hoo 20-30 field examinations. 






10; 78-15] [Sec. 78-17] 
(1) Examinations, audits and appreisals made at expense of applicant Issuer's semi-enmal 
and advance deposit is required to cover cost thereof. reports - $5 







(2) Examination at any time deemed 
advisable at expense of ismer - 
fee not to exceed $15 per day, plus 
actual hotel and travel expenses 
for field examinati ons. 

(Sec. 10-0408; 10-0418; See 


Gee. 10-0408; See Sec. 2 
Sec, 4 of issuers' Regulation 


of dealers' Regulations | 


For issues required to be qualified,| May be examined at applicant's 

examination at expense of issuer, expense. Advance deposit is 

who may be required to advance all required to cover cost thereof 

or part of the cost thereof. where investigation outside of 
state is necessary. 


(Sec. 10-0418] 


Issue of securities in 
reorganization required to 
be approved ~ fee $25 plus 
gum not to exceed $500 to 
defray cost of investigation 
and hearing in connection 
therewith. Similar pro- 
vision for sales of 
interests in foreign real 
estate and whiskey ware- 
house receipts, in 
addition to payment of 
regular fees for 
qualification. 


° os 
862473 8624-49 \ 





Coes. 8624—10] 


(See. 8624-18; See Sec. 
DS-2 of Regulations | 





Examinations of issuers and broker-dealers - fee not to exceed 
$15 per day plus actwal expenses incloding travel expenses for 
field examinations. Not more than semi-anmal examinations 
may be made at expense of issuer or broker-dealer, and cost 


thereof not to exceed for 


(1) Examinations of registered issuers and broker-dealers 
may be made at any time deemed necessary at their expense 
including $10 per diem for each examiner. 

(2) Any issuer or broker-dealer, registered or not, believed 

to have violated Act also subject to exemination at their 

expense plus $10 per dies for each examiner. 
















Filing of any report - $5 



















(Sec. 61) 


(1) Issuers' anmal 
reports — $2 
(2) 25¢ per folio (100 
words or less) for copies 
of records. Certi- 
fication - $2 



















(Sec. 80-123.) Gee. 80-112e; 


80-118) 






Hearing with respect to 
registration, revocation, 
or renewals - fees and 
coste to be imposed on 
any perty, in such pro- 
portion as Commission 
may determine. 


(1) Charges for records to 
be as prescribed by 
Regulations (not covered 
in published rules). 

(2) Appellant pays for record 

on appeal, which may be 

taxed as costs as court 
directs. 



























(Sec. 485 57] 


Copies of public information 
at cost. 





(1) Applicant may be required 
to furnish reports and 
examinations by experts 
at his expense in con- 
nection with notice of 
intention to sell secu- 
rities, 

(2) Audits, appraisals and 
examinations of issuer 
may be made at any tine 
at expense of issuer. 


Geo. 4; 4 (Sec. 10] 


Collection and Dis- 


ition of Funds 
tH) 


Funds collected by Secretary of 
State and paid into General 
Fund of State Treasury. 


Gee. 78-21] 


All funds collected paid over 
to General Fund of State 
Treasury. 





(Sec. 10-0434] 


Funds collected by Division of 
Securities and paid over 
State Treasury to credit of 
Special Fund for Division of 
Securities, to be used ex~ 
clusively for payment of 
exponses in enforcement of 
Act. 


(See. 8624-45] 


No special provisions. 


Funds paid over to State 
Treasury and credited to special 
"Corporation Fund", to be used 
for payment of salaries and 
expenses in enforcement of Act. 


(Sec. 80-123; 80-139) 


Collected by Commission and paid 
into State Treasury through 
Dept.’ of Revemme. 


(Sec. 52 


All fees paid into State 
Treasury General Fund. 


Goo. 3 


481049-£ 
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oouth Carolina | 1/40 of 1¢ $100 $5 
[Code of Laws of Min. - $1 Renewal - $25 
S.C., 1942, Max. - $10 
Ch. 157, as 
nded (Sec. #120) (Sec. 22261 (sec. 8126] 
South Dakota 1/20 of 14 1/lo of 1f $5 
[S.D. Code of Vin. - $10 ($10 of this fee 
1939, as amended | Max. - ¥100 filing fee - 






balance refunded 
if registration 
denied. ) 

Min. - $25 
Max. - $500 












[Sec. 55.2920) [Sec. 55.1920] (See. 55.1920] [Seo. 55.1920] 






















Temnessee Registration of ismer - §100 $10 (Ismers' agents) 

Code of Tenn., 

1932, Ch. 4, 

as apemied 

(2. 
[Sec. 6057.| 

Texas Appiication for permit to sell ~ $5 Application = $25 Application = $10 Co: 
(Vernon's Civil Plus 1/10 of 18 for permit to sell. Certificate of Certificate wh 
Statutes of State Renewal of permit to sell - $5 Registration- 310 of Rezis- to 





Total 35 
(Copies of Certifi- 


of Texas, Annctated, 
1942, Title 194, | 






tration -$5 
Total 






















article 6002 \ cates of Registration - (1/2 yr. fee pro- 
$5) vided for) 
; | (1/2 yr. fee provided 
; for) 
(Filing of application 
or renewal by dealer 
in any instrument 
representing interest 
in oil and gas lease, 
etc. - $12) 
oo Sec. 35 
Utah $1 1fio of 1¢ $1 (1 
{Utah Code Min. - $10 (Agents of issuer - 
Amotated, Max. - $200 $5) 
1943, as (2 
amended | 
' 
t 
, Sec. 82-1-M (Sec. 82-1-11\ (Sec. 821-15] (Sec. 82~1=153 82-1-17\ 
i Vermont 1/20 of 1% 1/lo of 14 $35 
(Public Laws of vin. - $10 Min. - $25 
"t., 1933, Max. = $100 Wax. - $300 
Ch. 274, as 
amended | 
(2 
$ 
G3 
* [Sec. 6241; 6845] 








Exanination and Investigation Charges 
Tssuer Sroxer- % 


mh Ie iG 9° 





Examinations at expense of issuer or broker—jvaler, advance 
deposit may be required to cover cost thereof, credited to 
"State Securities Commission Investigation Find". Field 
examination - per diem, pro rated On salary of employes, 
payable in addition to other expenses. 


(Sec. 55.1917] 


(1) Expenses of any necessary 
examination and investi- 
gation in connection with 
amplication for registration 
of securities borne by 
applicant. 

(2) Issuers subject to ex- 
amination at any time, 
cost thereof to be paid 
by issuer not to exceed 
$10 per diem for each 
examination, plus actual 
hotel and travel expenses 
for field examinations. 
[Eece 6058: 6061; 6067{ 


Cost of hearings in connection with any investigation 
which Secretary of State may make shall be chargeable 
to parties, as determined by Secretary. 


(Seo. 29] 


(1) Advance deposits required to cover cost of examinacion 
and investigation in connection with application for 
registration or license. 

(2) For any examir.ation, sudit or investigation, party 
examined required to pay not more than $10 per day for 
cost thereof. 





(Sec. 821-32; 82-1-33 | 


(1) Audits, appraisals, and 
examinations, at expense 
of applicant, in con- 
nection with appli- 
cation or later 
regulation. 

(2) Whenever condition of 
issuer or dealer in 
judgment of Commissioner 
warrants investigation, 
parties shall pay for 
all such extra services, 
campensation based on 
salary of examiner for 
each day of the ex- 
amination plus actual 
hotel and traveling 
expenses. 

(3) Advance deposits may be 

required to cover costs 

of examinations and 
investigations; deposits 
paid over to State 

Treasurer to credit of 

"State Securities 

nvestiration Fund", 

See. 68293 6358; 6860 _\ 










See Col. "E", item 
mumbers (2) and (3). 




























Viscellaneous Fees Collection and Dis- 


sition of Punds 
tH) 


No special provisions. 












(1) Reinstatement of 
registration - $10 

(2) Extension of 
registration ~ $1 

(3) Filing Bond =< 50¢ 

(4) Annual Report = $1 

(5) Quarterly Report - 25¢ 

(6) Copies of records 
furnished at cost. 

(7) Certified copies 10¢ 
per folio plus 50¢ 
for certification. 
(Sec. 55-1920; 55.1921; 

55-1923] 


Funds collected paid to State 
Treasury, credited to "State 
Securities Commission Fund", 
to be used in payment of 
expenses in enforcement of 
Act. 






























(See. 55.1920] 

























Issuers' seni-anmal 
reports - $5 


Punds collected paid into State 
Treasury, and are reappropriated 
by the Act to use of Commissioner 
of Insurance and Banking for 
payment of expenses under the 
ict. 


(Sec . cont | 


Fees paid into State Treasury 














(1) Cost of record on 
















appeal paid by to credit of Special Fund to 
petitioner - taxable be used by Secretary of State 
as costs. for payment of expenses in 


administration of Act. Maxisus 
expenditures not to exceed 
$45,000 per fiscal year. Any 
excess paid over to General 
Revermme Fund. 


(2) Copies of information 
at such fees as 

Secretary of State 

authorized to charge. 



















{Sec. 35; 36] 


All funds collected paid into 
State Treasury to credit of 

"State Securities Commission 
Fund". Biennially ell money 
in excess of $5000 remaining 
in fund, paid over to State 

Treasurer. Special fund used 
to pay expenses under Act. 


(Sec. 28; 35] 


(1) Stock exchanges 
operating without Com 
mission approval, 
subject to fine of 
$100 per day. 

(2) Copies of documents 
20¢ per folio, plus 
$1 for certification. 

(3) Reasonable charge may 
be imposed for 
publications issued. 

(Sec. 82-1-29; 82-1-33] 





[Sec. 82-1~32; 82-1-34] 












All fees collected by the 
Commissioner and fees, or part 
thereof required, are re- 
appropriated for purpose of 
paying expenses in enforcement 
of Act. 

(See also Item 3, Col. "E") 






































































Virginia 
fiitchic's Va. 


Code of 1942) 


Washington 


's 
Soton Stat tes 


of Wesh., Amotated, 


1932, as ameraten! | 


fest Virginia 
[Official Code 
of W.Va., 1931, 
Che 32, as 


Hisconsin 
(Wis. Statates, 
1945, Che 189, 
as mended | 


Wyoming 

(yo. Compiled 
Statutes, 1945, 
ar 

[See also Regu- 
ations issued 
under above Act \ 








canteapmeatilty — | nenaiaaaeiint in il 


ee sath 


Application fee - $25 $25 plus 
Credited against $1 for registration 




















































License fee - $10 
(Application fee 


Where sale lizited 
to not more than 














] 

‘ 
30 purchasers registration fee of of each class of of $5 credited to : 
1/100 of 14 1/10 of 1% securities to be above ) ' 
Min. - $2 Max. - $250 handled. (1/2 yr. = $7.50; ' 
Max. - $25 Anmally on unissued 3 mos. - $5) | 
(Plus $2 for each portion additional Renewal - $5 
list of purchasers fee of 1/10 of 1% Transfer of 








required to be filed, 
subsequent to payment 
of $25 maximum fee.) 


(Min. - $10 

Max. - $100) plus 
$25 if application 
amended to increase 
amount of offering. 








agent for more than 
one issuer or 

dealer, additional 
fee of $5.) 

















+ 3848(50)(m); 


Sec. 3648( 50); (Sec 
3848( 51. )(h) 


(51)(q) 





(Bec. 3848(50)(P)| Gee. 3848(50)(m) | 






























$25 up to $50,000 incl. ¥ 
$50 - $50,000 to $100,000 incl. Renewal ~ $2 
$100 - over $100,000 
(Where security issue registered with 
S.EC. - $25) 
(Preorganisation subscriptions = $10) 
(Ses. 5853-22) 
1/20 of 1% $25 $s 
- $25 
Max. - $300 
[Sec. 12] [Sec. 12] 

$10 plus $25 g° 

1/20 of 1% 

Max. - $140 

[Sec. 129.29) [Sec. 129.29 | [Sec. 189-29) 


Wo provisions for Registration 


(sec. 39-1202\ 




















Examination and Investigation Charges 


Miscellaneous Fees 


and Charges 


Non-profit organization 
membership and employee 
security plans are 
exempt from registration, 
but are required to pay 
fee of 1/100 of 1% on 
the value of accum lated 
securities or menber- 
ships outstanding during 
preceding year. 
Min. = $25; Max. ~ $100 
Commission may in cases 
not otherwise provided 
for, and in addition to 
specific fees provided 
for, assess such costs 
as appear to it to be 
just and equitable 
under the circun- 
stances. 

Gec. 3848(50)(s); 

3848( 50)(t)s5 
3848(64)\ 


Copies of records, fees 
same as prescribed by 
other state statutes. 
(2) Mining campanies sub- 
ject to "Wetalliferous 
Mining Act" - original 
or amended statement - 
$10. Anrmmal Report - 
#5. 
Transcripts 15¢ per 
folio, plus $2 for 
certification. 

[Sec. 5853-22; 5853-40] 














Applicant for license 
required to pay cost 
of investigstion in 

connection therewi th. 


(1) 


















(2) 


















[See. 3848(50)(m)\ 









(1) 












(3) 























Audits and examinations 
of issuer at expense of 
ismer or applicant. 


(1) Regular exeminations 
at expense of applicant, 
but not more than one 
to be made in each 
fiscal year. 

(2) Examination, investigation 
and audit of any dealer or 
saleaman, including those 
whose registration has 
been suspended or revoked, 
may be made at their 


[Sec. 12; 14] 


(1) Applicant bears expense of any investigation, audit, or 
appraisal and advancs deposit may be required to cover cost 
thereof, 






















Application of bank to act 
as dealer ~ $10. 






(2) At least once @ year 
surprise sudit to be made 
at broker-dealer's ex- 
pense, bot maximm cost 
chargeable for any one year 
is $50 plus $50 for each 
additional office and $15 
for each agent. 


(Bec. 189.04; 189.29] 


























(1) Acoounts of registrants 
subject to examination 
by Secretary of State, 
his assistante, or 
C.PeAs designated by 
Secretary. Advance 
deposit required to 
eover cost of C.P.A. 

examination. Where ex- 
amination made by Secretary 
of State or his assistants, 
registrant pays trevel and 
hotel expenses only. 

(2) Qn applications for gas, 

oil, mining, irrigation and 

other similar securities, 
examinations may be made by 
state experts at expense of 
cant. 
« W-1210; 39-1215; See 
also Sec. 6 of Regulations | 















Collection and Dis- 


position of Funds 


All funds collected by Clerk of 
State Corporation Commission 
and paid into General Pund of 
State Treasury, and expenses 
for enforcement of Act paid 
out of General Mund. 


+ 3848(50)(m); 
sehr 


Funds collected paid into State 
Treasury. 


(See. 5853-17] 


Punds collected paid over to 
State Treasurer. Commissioner 
required to maintain record of 
receipts and expenditures under 
Act. 


[Sec. 20] 


All funds collected paid into 
State Treasury to credit of 
Securities Department for payment 
of expenses in enforcement of 
Act. 


[Sec. 129.29] 


Collected by Secretary of State 
and paid into State Treasury. 


(Seo. 39-1214 
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Chairman Cook. The first one is a fee of one one-hundredths of 
1 percent of the offering price of securities sold which are registered 
with the Commission. 

The second one is a fee of one five-hundredths of 1 percent of the 
gross dollar volume of trading on the registered securities exchanges 
in the United States. In the aggregate “those two sets of fees bring 
into the Treasury but not to the Commission about $1,000,000. 

So with the addition of this schedule of fees, the aggregate would 
be $2,000,000, which would be roughly two-sixths of the Commis- 
sion’s budget. 


REGISTRATION OF BROKERS AND DEALERS 


I may say for whatever relevance it has on point 3 that the practice 
of charging fees for the registration of brokers and dealers, while it 
may be new in the Federal field, is as old as the States. The States 
in the administration of their blue-sky laws traditionally and for 
years have charged fees in this field, as I am sure the Senators know. 
Indeed, in response to a previous congressional inquiry regarding the 
possibility of charging fees, we made a study of all of the State laws 
with regard to that matter as they were then in force. 

Senator Corvon. Did you summarize your study with respect to 
States’ charges? 

Chairman Cook. We have a schedule of all those provisions, I 
would be glad to furnish it. 

Senator Maysank. Without objection you may. 

(The material referred to is herewith inserted.) 


INTERGOVERNMENTAL ACTIVITIES EXEMPT FROM FEES 


Chairman Cook. I think, Senator, you asked how our fees com- 
pared. Generally lower. 

Senator FerGcuson. This would help me clear my mind on this. 
This expression in title V, fees and charges. It says— 
Except those engaged in the transaction of official business of the Government 
shall be self-sustaining to the full extent possible. 
What is meant by that? 

Chairman Coox. I suppose that has reference to the services pro- 
vided among the Government agencies. For example, if the Depart- 
ment of Justice were to ask us to certify a particular order to be used 


in a piece of litigation, we would give official certification and we would 
not undertake to charge them, 


Senator Ferauson. The actual cost of it. 

Chairman Cook. Yes, sir. 

Senator FrrGuson. So yo do a lot of that? 

Chairman Cook. We provide photostatic copies for other Govern- 
ment agencies and do that without charge. 


SELF-SUSTAINING PROVISION 


Senator Fercuson. You were not just carrying out title V if you 
were going to raise $1,000,000 from your fees and your cost is prac- 
tically $6,000,000. It says 


Shall le self-sustaining to the full extent possible. 
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Chairman Cook. It was our feeling that the fees which we proposed 
were fair and reasonable and that in the last analysis the language, 
“to the full extent possible’ should be construed in the light of what 
is fair and equitable. 

Senator Fercuson. You were raising about one-fifth? 

Chairman Cook. Yes. We do not believe that Congress, by that 
language, would intend our agency or any agency to impose an unfair, 
inequitable, burdensome fee. 

Senator Frrauson. You are being accused by the people who 
represent these facts to the Senators, the brokers, that you are charg- 
ing an unconscionable fee. 

Chairman Cook. Yes. It is very easy to be accused of almost 
anything, but we disagree with it. 

Senator Corpon. Much of your work in the matter of hearings and 
the like is of a character that would not permit of the charging of a 
fee? There would be no line of demarcation between that portion 
of a hearing that was solely in the public interest? 

Chairman Cook. I think that is true. For example, and I think 
this is probably one of the things you have in mind, we have complaints 
of fraud in connection with the purchase or sale of securities every day. 
We make investigations of those complaints and refer the results of 
those investigations to the Justice Department for prosecution. Ob- 
viously that kind of a function, which is performed by the Commis- 
sion—the funds for which are included in our budget, 1s not the kind 
of thing which would lend itself to the charging of fees. 

Senator Frrauson. You are doing that under that section— 
engaged in transaction of official business of the Government. 


Senator Corpon. I think it would come as being business of the 
Government. 

Chairman Coox. Our work in the fraud cases is done for the public 
generally. 

Senator Frrauson. It is done for the Attorney General. 

Chairman Coox. No. We are not his servant; he is ours, because 
he is the chief law enforcement officer. When we find a violation of 
our statute, we then turn the thing over to the Attorney General and 
it is up to him to prosecute. 

Senator Corpon. | think that is a narrow interpretation of the 
language and its meaning. I rather thought it comprehended an 
exception of that portion of your work for which you should properly 
charge fees, resonable fees, that portion which could be said to be so 
wholly in the public interest as to be not susceptible to measurement 
on a fee yardstick. It seemed to me it was broad enough to mean 
that, although I have not given it any careful study. 

Senator Frrauson. Along the line of these fees, if T were a citizen 
and as a citizen wrote in and asked you:to furnish me a certified 
copy of an order, you would undertake, by this fee basis, to charge 
me the actual cost of furnishing that certified copy? 

Chairman Cook. Yes. 

Senator Fercuson. That is what you were talking about, trying 
to get the actual cost where you were furnishing something? 

Chairman Cook. That would be true, Senator. 

Senator Ferauson. That is a fair cost, I think. I do not know 
why a citizen should get a certified copy of something for nothing. 
Many times if you do not do that, there are just collectors of certified 
copies of almost everything. 
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SUPERVISION OF COMMISSION UNDER FEE OPERATIONS 


Chairman Cook. The fourth complaint which Senator Saltonstall 
has received is: 

It points toward the likelihood of a self-sustaining Commission, with all of the 
dangers inherent therein. 

I would answer that by saying during the period we have promul- 
gated this schedule of fees, which would have brought into the Federal 
Treasury the sum of approximately $1,000,000, the House Appropria- 
tions Committee reduced our appropriation by $704,000. So I would 
say that experience in that case would provide the answer to that. 

Senator Maybank. It goes to the Treasury, not to you. 

Chairman Coox. No. 5 

It threatens the setting of a precedent which might easily affect many profes- 
sions, businesses, and industries. 

That I believe is a matter for Congress to determine. Congress 
has passed title V. It is up to Congress to either enlarge the scope 
of that kind of activity or restrict it. As an administrator charged 
with carrying out the legislation of Congress, I would express no 
opinion as to whether this would be a precedent for anything. If it 
were a desirable one, that is. It might be entirely undesirable. 


No. 6- 


It weakens the principle of congressional control of the purse as a check upon 
agency ambitions and increased powers. 


That has been answered. 
Senator Fercuson. How does it do that if it goes into the Treasury 


and we scrutinize your budget here when it comes in and you have to 
ask for your appropriation to perform any function? 

Chairman Cook. The fact we are here today is the best answer to 
that criticism. 

Senator Maybank. I might say a good many letters I have re- 
ceived, and I think I mentioned it before, are from these people who 
have presumed you are going to keep this money. They say, ‘Please 
be sure and cut the SEC because they are going to keep this money. 

Senator Ferauson. They would ‘pyramid their business to get 
more fees. 

Chairman Cook. I think they have been misled. I am sure it 
was just an inadvertence. 1 think the articles were written by people 
who no doubt had not an opportunity to study title V. 1 am sure 
they would not intentionally misrepresent the effect of that provision 

Senator MayBank. When I sent back a copy of title V, they saw 
the situation. 

Chairman Cook. Those are the six points in Senator Saltonstall’s 
letter. 

Senator MaysBank. I know the Senator will appreciate that. 

Will you proceed now? 


IMPROVED OPERATIONS 


Chairman Cook. In no sense can it be said that we indulge in 
luxurious or nonessential operations. Indeed, we are proud of, and 
have been commended for, our record of efficient and businesslike 
management which we are ready to match against any similar organi- 
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zation in or out of the Government. There has been no room for 
wastefulness in an SEC administration characterized by constant 
fiscal stringency with our energies devoted to getting the assigned 
job done under the most adverse monetary restrictions. I ask this 
committee how the SEC can maimtain an adequate and efficient opera. 
tion if these proportionately large budget cuts continue to be made, 


INVESTMENT EXPANSION 


A great many things have happened to our economy since we 
reached the high point of our employment in 1941, and most of them 
have enlarged the obligations and responsibilities of the SEC. The 
maintenance of a sound economy has become increasingly important 
to the defense needs of our Nation and the free world. These require- 
ments, which call for a healthy flow of capital into enterprise, have 
resulted in an almost unprecedented volume of financing and capital 
expansion. Byproducts have been the release of pools of savings 
into the capital markets of which this agency is the overseer, and a 
steady increase in investment and speculation by the public. Thus, 
the average daily market value of stock sales, in terms of dollars, 
was approximately $75 million this past year as compared to $38 
million in 1949, for example. And with all this, the increased oppor- 
tunities for loss to investors due to lack of accurate and adequate 
information or due to lack of adequate surveillance against manipula- 
tion, fraud, and overreaching, require the highest standard of vigilance 
if an effective measure of public protection is to be achieved. 


PERSONNEL DECREASE IN 10-YEAR PERIOD 


Plainly then the obligations of the Commission have increased 
immeasurably and the importance of its role has substantially grown. 
Yet the startling fact is that our personnel—the hands needed to 
perform these tasks—has constantly decreased as a result of budget 
cuts. In 1941, when our need for experienced personnel capable of 
doing quality work was no greater than it is today, our average em- 
ployment was 1,723 persons; by 1947 it was down to 1,200; and. today 
we have only 892 employees—a reduction of almost 50 percent. 

Senator Corpon. I think it is symptomatic in regard to a lot of 
congressional complaints that come in. I would like to ask you if 
you recall what your budget was in 1941 when you had almost twice 
as many employees as you have now? 

Chairman Cook. I would guess it was pretty close to what it is now. 

Senator Corpon. I think one of our great troubles is that we forget 
that you cannot buy as much with a 50-cent dollar as you can with a 
dollar dollar. 

Chairman Cook. I think the Senator has put his finger on precisely 
the point. The budget has remained approximately the same and 
increased wages, salaries, transportation costs have necessitated 
cutting personnel in half. 

The figure was $5,400,000, Senator. 

Senator Corpon. That helps to clarify this picture a bit. 

Chairman Cook. Any fat was trimmed and bare bone reached 
some time ago. As stated in my letter to Senator Maybank any 
further reduction must strike at the heart of this agency. 

Senator Corpon. In the years of late thirties and early forties you 
did have, however, a lot of original plowing to do that if you had to 
do today would require an increase in staff? 
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DIVISION OF PUBLIC UTILITIES 


Chairman Cook. Not materially. It falls into two categories: 

First, part of the reduction has come in our Division of Public 
Utilities. That is to be expected, it is normal, and I hope it will 
continue. We have at the present time, I think, what we might fairly 
characterize as a pretty substantial drive on to clean up all the 
remaining problems of these holding-company systems. [| am not 
going to make the mistake of prophesying how soon that is going to 
be done because history unfolds and its has a way of letting people 
find out whether those judgments are good or bad. I can say that 
we are doing and we are going to do everything that we possibly can 
to clean these up. Only in the last week there was filed a compre- 
hensive plan for the solution of all of the remaining problems in what 
remains of a major holding-company system. 


LEGAL PROBLEMS 


The second point is this: In the early days, as is the case with all 
new legislation, no matter how carefully drafted, there are ‘all kinds 
of problems which arise under it. That job is one primarily for the 
agency’s legal staff. Of course, almost all of these problems have 
been resolved and are well-settled. 

Senator Corpon. You are traveling now on the highway of pree- 
edent, which is well-paved. 

Chairman Cook. | would like to modify that to some extent. 
Administrative bodies were created, as you know far better than I, 
because these problems became so complex that the courts were no 
longer able effectively to deal with them. Not only that, but the 
courts were bound by sterile precede nt in many cases and could not 
deal with them in the fashion they should be dealt with. So far as I 
am concerned, while I am at the Commission, we are going to have 
precedent to the extent that it is necessary to permit the people who 
come before our agency to be reasonably sure as to what treatment 
they ean expect when they vet there. 

Senator Corpon. You have got to create your own precedent 
and having created it, if vou do not honor it, we ought to get rid of 
the Commission. 

Chairman Cook. It never is going to be carried to the point where 
we cannot do what fairness and equity and justice require, regardless 
of what precedents we have got under any statute. 

Senator Corpon. As long as we are on the subject, and we have 
departed somewhat from your text, I think you can dishonor yourself 
and your Commission as well as precedent sometime. | cannot under- 
stand how your Commission or any commission engaged in admin- 
istering laws can do otherwise than as it interprets the law to express 
that interpretation and then to follow it until such time as your 
Commission expressly overrules 1 

Chairman Cook. I think that “ true. I may say that if there is 
any agency in this town, if there is any agency that has leaned over 
backward not only to give procedural due process but to give sub- 
stantive due process to people who come before it and that has gone 
to the trouble and has taken the time, not just to decide these cases 
and issue orders, but to issue opinions in which all the facts are sum- 
marized and all the legal theories and other applicable considerations 
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laid bare for the world to see, the Securities and Exchange Commis- 
sion is that agency. 

Senator Corpon. I have no criticism there. 

Chairman Cook. As I have indicated, and you will find that while 
maybe it has taken a little more time and a little more trouble, people 
can read our opinions and they can know the reasons for the decisions. 
They are there for everybody to see and for everyone who has a similar 
problem to rely upon. 

Senator Corpon. I have read some of them and I disagree with 
them, but I think I can understand them. 

Chairman Cook. There are many problems which will never be 
resolved on a basis that all people will agree. 

Senator Corpon. I am afraid that is right even in an appropriation 
for SEC. 

Chairman Cook. I have that feeling. 


PERSONNEL REDUCTION UNDER HOUSE CUT 


The appropriation bill now before you can have no other result than 
to strike at the heart of this agency. It would require a further 
reduction of almost 100 of the experienced people we so haiy need to 
do the work the Congress has assigned to us and the public expects 
of us. 

Just like the starved horse | mentioned, we might continue to look 
the same to the public which relies on us for protection but all the 
necessary protection won’t be there. Although we have taken and 
will take every possible step to meet the situation, I wish to assure you 
that while we might look the same we are not the same. In the past 
we have met successive budget curtailments by employing drastic 
measures which have had a harmful effect on our operations. It was 
not a matter of eliminating frills or of abolishing jobs which never had 
been filled anyway. We have fired employees—among them pro- 
fessionals with years of experience who were capable of making real 
contributions to our work; we have refrained from filling vacancies or 
granting many merited line promotions; we have imposed travel 
restrictions and have effected other important economies. With all 
this we also have had to institute what I have referred to as a regime 
of constant fiscal emergency. We have lowered our sights to only the 
most pressing day-to-day operations. Long-range matters have been 
put on the shelf. 


DIVISION OF CORPORATION FINANCE 


To illustrate, the Division of Corporation Finance performs the 
vital task of seeing to it that the public obtains adequate and accurate 
disclosure. The public relies on the assumption that we will see to it 
that they get just that. This Division, with 171 emplovees, as com- 
pared to 300 in 1941, processes and examines filings required to be 
made by law. On a percentage basis their examining work in 1951 
increased about 14 percent from 1950 while the number of people 
available to do the work has decreased by about 12 percent. Since 
many of these filings must be processed within a fixed time limit, lest 
they become effective oni examination, to the detriment of the 
public, and when this statement was first written, it read ‘to the 
possible detriment of the public,” and as I read it over again before 
coming here, | struck out the word “possible,” because there is just 
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no doubt in my mind that if these examining activities are given up, 
there will be detriment to the public. Repeating, since many of these 
filings must be processed within a fixed time limit, lest they become 
effective without examination, to the detriment of the public, such 
time-limit work is given almost complete priority in the allocation of 
available manpower. The result has been the accumulation of a 
backlog of uncompleted nontime-limit work—a backlog which was 
25 percent greater at the end of March 1952, than it was at the end 
of March 1951. This situation obviously will be aggravated by 
further reductions and I am certain that if reduced further we will 
have reached the point where we will be unable adequately to deal 
with even the time-limit filings. I know the chairman and Senator 
Cordon are familiar with the fact that under many of our statutes 
material comes to the Commission. The Commission has nothing to 
do but receive it. It must be processed by the Commission and time 
limits are fixed in the statute which must be met in the disposition of 
that material. 
VOLUME OF PRIVATE FINANCING 


| have no reason to suppose that the volume of financing registered 
under our laws will decrease in the near future since the volume of 
such statements has gradually increased from 337 aggregating $3.41 
billion dollars of securities in 1941 to 544 aggregating $6.37 hillions 
in 1951. 

My letter to Senator Maybank and the other materials we have 
given you contain additional statistical illustrations of the grave 
situation in which we find ourselves. They point out the seriously 
harmful effects which we feel budget reductions have had on our 
enforcement program—the highly selective methods we have been 
forced to employ in regard to investigations, the uncertainty as to 
our ability to maintain effective surveillance of the markets or to do 
an adequate job in the important field of broker-dealer inspections. 
In these respects | can add nothing to the letter, which notes our 
conviction that we have been operating in these areas without any 
margin of safety. 

ENFORCEMENT PROGRAM 


In two particular respects the proposed appropriation bill would 
further endanger our enforcement program. ‘The bill limits travel 
expenses to $90,000, which is one-third less than our minimum require- 
ments of $135,000 for this purpose. Since broker-dealer inspections 
and most investigations are handled in the field, and because there 
are no geographical limitations to fraudulent operations, travel is 
basic to our enforcement work. This minor saving is in the cireum- 
stances clearly uneconomical and I very sincerely urge that the 
restriction be lifted. 

Senator Corpon. With respect to field investigation as a general 
proposition as distinguished from specific investigation into a condi- 
tion which has been brought to your attention by complaint, do you 
have nonresident represent: itives as for instance in a given area on 
the Pacific coast or in the Mississippi Valley or in New England or 
in the deep South? 

Chairman Coox. We have a number of regional offices, Senator. 
As the complaints come into the regional offices, those are investigated 
by the staffs there. We do not conduct general investigations, but 
rather we conduct those which are based upon specific complaints. 
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We conduct investigations which result from proceedings which we 
have held and in which proceedings it appears that there are possible 
violations of law which have occurred. So we just do not have a 
lot of people running around the countryside. 

In addition the broker-dealers are scattered all over the United 
States and those are examined primarily from the regional offices. 

Senator Corpon. I had in mind that type of investigation on the 
Pacific coast. 

Chairman Coox. Will you tell the Senator about that, Mr. Lund? 

Mr. Lunp. The Seattle regional office covers Washington, Oregon, 
Idaho, and a large part of Montana. With our 16 people there they 
have the two largest cities to cover, Portland and Seattle, but they 
also have a lot of miles to cover because they have to go to Boise and 
Pocatello and over as far as Butte. ; 

Senator Corpon. Nevertheless the fact that you have centralized 
the efforts for that area in that area means that you are saving on your 
over-all travel expense since those people do not have to come out of 
Washington? 

Chairman Cook. We do not send people out from Washington on 
those jobs. 

Mr. Lunp. We have an office in San Francisco, but Los Angeles 
being so large, we have a suboffice there. We have offices in Fort 
Worth, Denver, Chicago, and Atlanta. 

Senator Corpon. The savings that could be effeeted are being 
effected then. 

Mr. Lunb. That is right. 


PUBLICATIONS LIMITATION 


Chairman Cook. Similarly, the somewhat minuscule saving result- 
ing from the limitation in the bill on the purchase of wanes iper and 
trade publications upon which we must rely in our work, to $500 as 
compared with our request of $1,350 is, I think, false eeonomy. 


PUBLIC UTILITY HOLDING COMPANY ACT 


Another import int phase of our activities is under the Public 
Utility Holding Company Act of 1935. Because an essential aspect 
of this work is the geogr: aphic integration and corporate simplification 
of holding companies, which is embodied in section 11 and always has 
been described as a. self- liquidating project, the Commission has 
progressively voluntarily reduced its budget requests for this activity. 
Although this job is not vet completed, tremendous strides have been 
made in that direction. However, I would point out that budget 
reductions here have run ahead of reductions in the workload and 
the staff doing this work has been contracted from 234 in 1941 to 
only 86 prospective for 1953. This has had a noticeably harmful 
effect. Weare often asked when we are going to finish this work, but 
we will never finish it unless we get the money to finish it. 

What often has been overlooked is that the Commission has a 
number of other functions assigned to it under the Holding Company 
Act, in addition to the integration and simplification program, which 
will continue long after the section 11 work has been completed. 
As you all know, the electric and gas utility companies have been 
engaged in a tremendous expansion program during the past few years. 
The Commission is required to handle these financing cases, which have 
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increased from 200 in 1950 to 243 in 1951, and has accorded to them 
top priority in view of their impact on the defense effort. Obviously, 
with staff shortages such as I have described, it has not been possible 
to do this work and also attend to many of the section 11 problems 
which remain unresolved or to begin to undertake certain other matters 
which should be attended to if the statutory objectives are to be 
achieved. In this field, additional reductions not only would delay 
completion of the section 11 program, but would seriously hamper 
utility financing even in those systems which have achieved full 
comphance with section 11. 


BUDGETARY LIMITATION 


These are the more obvious effects of the budget cuts we have 
suffered. In pointing them out, I have tried to suggest how they will 
be aggravated by any further reductions in the funds available to us. 
As an administrator IT am equally concerned over the more indirect 
effects of our constant budgetary limitations, our inability to hire or to 
promote, our inability to do a full-blown job in many vital areas 
I am convinced that the intangible results of such a regime can 
have equally harmful results so far as the public is concerned. The 
value of our work and the benefits and protections which will flow 
to the ee from it depend not on just getting a job done for the 
record, or in providing a set of statistics, but in doing that job well. 
Whatever re iatations we have achieved and whatever public confidence 
has stemmed from that reputation have been based almost entirely 
upon the high quality of our performance. The public has been led to 
expect quality performance and is entitled to it. The cold, hard 
fact is, however, that in many respects we are only able to hit the 
high spots. Equally unfortunate is the fact that we have lost and are 
in the process of losing valuable employees capable of quality per- 
formance whom we are unable to replace. And, of course, we are 
virtually unable to infuse any new blood into the ageney by hiring new 
employees. Again, as stated in my letter to Senator Maybank, these 
conditions do not make for the progressive administration of remedial 
laws. aoe do not permit the fulfillment of the promises held out to 
the publie by sueh laws. 

I do not mean to suggest that we will not continue to try to meet the 
stern tests that any further budget cuts will impose upon us. 
Naturally, we will continue to do our best. However, 1 must state 
for the record that that is hardly enough so far as the public is con- 
cerned... 1 do not think that the American investing public should be 
misled into believing that it is being given protections which in fact 
are more illusory than real. And I regret that I can provide this 
Committee with no assurance that the SEC can adequately cope with 
the problems confronting it unless and until its budgetary problems 
are alleviated. 

I sincerely believe that the future of the SEC and more important 
the future value of the Federal securities laws will depend upon the 
budget treatment given us in this crucial vear. I respectfully suggest 
that, on balance, the public interest plainly calls for restoration of the 
funds eliminated by the House. 

Senator MayBank. We appreciate very much your testimony, Mr. 
Cook. I feel certain that the other Senators will read vour statement 
with great interest. 
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Senator Corpon. Mr. Chairman, is there any statement in the 
House hearings with respect to proposed fees? 

Chairman Cook. No, sir. At that time, as I indicated a little 
earlier, I was questioned as to what we had done about fees. I testi- 
fied that the Commission had even then before it a proposed schedule 
which it expected soon to promulgate. Indeed it was within about 2 
weeks thereafter that the proposed schedule was promulgated. 

Senator Corpon. Is that schedule in shape to go into the record? 

Chairman Cook. Yes. Senator Saltonstall’s letter was put in, and 
it is attached to that. 

Senator Maysank. Thank you, gentlemen. 

We will reconvene at 2 p. m. this afternoon. 


AFTERNOON SESSION 


The committee reconvened at 2 p. m., upon the expiration of the 


recess. 
UNITED STATES CIVIL SERVICE COMMISSION 
SALARIES AND EXPENSES 


STATEMENTS OF ROBERT RAMSPECK, CHAIRMAN, UNITED STATES 
CIVIL SERVICE COMMISSION; FRANCES PERKINS, COMMIS- 
SIONER, UNITED STATES CIVIL SERVICE COMMISSION; JAMES 
M. MITCHELL, COMMISSIONER, UNITED STATES CIVIL SERV- 
ICE COMMISSION; L. A. MOYER, EXECUTIVE DIRECTOR, UNITED 
STATES CIVIL SERVICE COMMISSION, AND DAVID F. WILLIAMS, 
CHIEF, BUDGET AND FINANCE DIVISION, UNITED STATES CIVIL 
SERVICE COMMISSION 


RECOMMENDED ACTION ON HOUSE CUT 


Senator MayBank. The committee will come to order. 

We are pleased to have before us this afternoon Chairman Robert 
Ramspeck of the Civil Service Commission and his associates. 

Mr. Chairman, I have here a letter from you, dated March 25, 
1952, which I will make a part of the record. 

(The material referred to follows:) 

Marcu 25, 1952. 
Hon. Burnet R. MayBank, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill, 1953, United States Senate. 

Dear Senator MaysBank: The Civil Service Commission appreciates this 
opportunity to provide the Senate Committee on Appropriations with the changes 
it feels should be made from the action taken by the House of Representatives on 
the independent offices appropriation bill for the fiseal vear 1953. 

We have reviewed most carefully H. R. 7072, the independent offices appro- 
priation bill, 1953, and report No. 1515 from the House Committee on Appropria- 
tions to accompany H. R. 7072. I would be less than frank if I did not say that 
the Commission is gravely concerned about the action of the House in determining 
funds to be made available to the Commission for the coming fiscal year. The 
reduction from our request, when coupled with the effects of the so-called Jensen 
amendment, is so severe we feel it can only result in a material deterioration of 
the civil-service merit system. Therefore, it is the Commission’s considered and 
sincere judgment that in the public interest and for the reasons stated below, the 
following changes should be made. 





; 
; 
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The House bill provides for a ieduntion of $3,393,650. This is a cut of over 
15 percent from the amount requested and approximately $1,000,000 less than 
funds available to us this year, including pay increase money. The report of the 
House Committee on Appropriations indicates that this reduction can be made 
primarily out of the Commission’s examining and placement activities. 

In the field of examining and placement work, our budget for the fiscal year 
1953 is designed to reestablish the Commission as the central personnel agency 
in the recruitment of employees for the Federal service and to give positive 
emphasis to the operation of the civil-service system on the basis of merit. 

Following the outbreak in Korea, emergency recruiting standards were adopted 
and other measures taken as a matter of expediency at a time when rapid expan- 
sion in the Federal service was essential to this Nation’s welfare. Under these 
emergency procedures, agencies have recruited thousands of persons into the 
Federal service measured against minimum standards and in many instances 
without regard to true open competition. Asa result, the Federal service has not 
been provided with the quality of personnel it has the right to expect from the 
merit system. These conditions should not be permitted to continue. 

The Commission believes that the aim of the Federal Government should be to 
strengthen the integrity and scope of competitive merit sytsem principles rather 
than to continue present hiring practices which are depriving both veterans and 
nonveterans alike of their rightful opportunity to compete for Federal jobs. As I 
pointed out before the House Appropriations Committee, some of the present 
rec ruiting practices are wasteful and costly. Agencies are compe ting to meet 
their own personnel needs with duplication of effort resulting in greatly increased 
cost to the taxpayer. The Commission, therefore, has planned its program and 
submitted its budget for the fiscal year 1953 to correct at least some of the faults 
now existing in the examining and placement procedures. 

The Commission believes that the major issue presented to the Congress is 
simply this. Either the Federal Government is going to hire needed personnel 
under competitive merit system principles, or the departments and agencies must 
take over the task of filling their individual personnel needs subject only to what- 
ever controls the Commission can establish and enforce with its reduced resources. 
Under these latter conditions, the Federal Government shall have a merit system 
in name only. 

In addition to the action of the House in cutting our request by over 15 percent, 
it has also inserted in the bill the so-called Jensen amendment. This provision, if 
permitted to stand, will require an additional cut in personnel of 10 percent below 
the level authorized by the funds in the bill. From preliminary calculations we 
have made the cut in funds and the Jensen amendment combined would represent 
a loss of approximately 950 jobs from our request and an actual reduction of 
nearly 700 employees from our estimated June 30 employment level. To carry 
on our many programs with 700 fewer employees than authorized for this year 
would be a travesty on our efforts to administer a sound civil service system. 

There is one other item in connection with salaries and expenses that should 
be pointed out. That is the statement in the House committee’s report that it is 
specifically disallowing a request of $173,200 for an actuarial valuation of the 
civil service retirement and disability fund. This action by the House Appro- 
priations Committee can only be construed by the Cammission as an instruction 
to ignore a Congressional requirement that such a valuation be performed. Since 
the original legislation in 1920, section 16 of the Civil Service Retirement Act 
has required a valuation at least every 5 years. The last valuation was made as of 
September 30, 1947. Without an appropriation for this purpose the Commission 
has no alternative but to ignore a specific legal requirement. 

The importance of an actuarial valuation has been stressed repeatedly in 
hearings and reports. The Commission must submit annually estimates of the 
appropriations necessary to finance the retirement fund. Under the method of 
financing recommended by the Board of Actuaries and concurred in by the 
Commission, periodic actuarial valuations are essential for the proper preparation 
of these estimates. Moreover, they are necessary for the preparation of cost 
estimates on proposed retirement legislation on which the Commission is requested 
to report to congressional committees. 


Page 9, line 13: Change $18,703,350 to $22,097,000 for salaries and expenses 


Page 9, line 10: Change $426,000 to $639,000 for travel expenses 

The House committee has reduced by one-third the amount that may be 
expended by the Commission for travel purposes. We are in full agreement with 
the statement in the House committee’s report that strict supervision of travel 
authorizations should be required and that all possible economies should be 
realized. However, in order to carry out most of our operating activities, travel 








486 INDEPENDENT OFFICES APPROPRIATIONS, 1953 


is essential. For example, in our examining and inspection work, various tvpes of 
investigations we make, in the audits of agency classification actions, all of which 
work is carried out with the agencies concerned, travel is necessary to accomplish 
the desired end result. . 

Our budget estimates included an amount of $639,000 for travel purposes. 
The amount recommended by the House committee is not only considerably 
below our request, but is approximately $100,000 less than will be required during 
the current fiscal vear. 


Page 12, line 15: Change $321,000,000 to $457,869,000 for payment to the Civil 
Service retirement and disability fund 

The committee has reduced the Commission’s requested appropriation to the 
retirement fund from $457,869,000 to $321,000,000 and erroneously states in its 
report that the reduced amount “provides the full amount of the budget request 
to meet the Government’s normal cost and will provide an additional substantial 
sum for use in connection with the amortization of prior vears’ accrued liability.” 
The opposite is true; an appropriation of $321,000,000 will result in a substantial 
increase in the deficiency of the fund because it falls short of covering even the 
normal cost plus interest on the deficiency. 

The Commission reiterates its strong feeling that sound financing of the retire 
ment system requires the initiation of a program to amortize the unfunded accrued 
liabilities, and wishes to make clear that the appropriation proposed by the 
committee will increase the deficiency rather than reduce it. 


Page 46, line 10: Delete “committee of expert examiners and boards of civil-service 
examiners’ in connection with limitation on number of personnel workers 

At the present time the Congress has imposed in various appropriation acts a 
limitation on the number of personnel workers that may be employed. Most of 
these limitations have required that the number of personnel workers not exceed 
a ratio of 1 to 115 employees. The language in H. R. 7072 continues the re- 
striction on personnel workers; however, it increases the limitation to a ratio of 
1 to 135. 

As I stated before the House Appropriations Subcommittee, I do not believe 
that the definition of personnel workers should include members of committees 
of expert examiners or boards of civil-service examiners. While it is true that 
members of civil-service boards of examiners are agency employees, the work 
that they are doing while acting as board members is not agency-personnel work 
but civil-service work. The work that these employees do while acting as board 
members is performed under direct supervision of the Civil Service Commission 
and is carried out in exactly the same fashion as in the Commission’s own offices. 

Agencies have complained to us that they are unable to adequately carry out 
the operation of their board-of-examiner programs since under the present limi- 
tations placed on personnel workers by Congress, they must include civil-service 
board members as a part of their own personnel administration. The successful 
operation of the Commission’s recruiting, examining, and placement program 
depends largely on the efficiency of the work of our boards of examiners located 
in the agencies. We therefore urge that the restriction as it applies to members 
of boards of examiners be removed. 

In summary, the Commission sincerely believes that the reductions proposed 
by the House Appropriatfons Committee will react most seriously to the disad- 
vantage of the Federal Government. Therefore, we earnestly request your as- 
sistance and that of the other members of the Senate Appropriations Committee 
in obtaining modification of the reductions as they are contained in the House 
bill. 

The Commission respectfully requests the opportunity to appear before your 
committee in order that we may present additional information in support of our 
need for increased funds. 

Sincerely yours, 
Rosert Ramspeck, Chairman. 


GENERAL BUDGET STATEMENT 


Senator Mayrank. I would like the record to show how much 
money you asked the Bureau of the Budget for. 

Chairman Ramspreck. We will give you that, Mr. Chairman. 

Senator Mayrank. Also give us the amount that the Budget 
Bureau gave you, and then how much the House cut that to, together 
with how much restoration you are asking for. 
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Chairman Ramspreck. Yes, sir. 

Senator Mayrank. Then I would also like to have for the record a 
statement of what additional duties have been placed on the Civil 
Service Commission as a result of acts of Congress since the last 
appropriation bill. 

Following that I would like to have a comparison of the present 
appropriation request with the sneer ition of last vear. 

Chairman Ramspreck. I beg your pardon, sir. 

Senator Mayrank. Following that I would like to know how the 
House appropriation compares with the appropriation that we gave 
vou last vear. You can furnish that for the record. 

Chairman Ramspeck. All right, sir; we will be glad to do that. 

(The material referred to follows:) 


Salaries and expenses, Civil Service Commission, fiscal year 1958 


1. Request to Bureau of the Budget (on basis of old pay scales)__. $24, 790, 000 
Additional request for pay increases z 2, 063, 250 
‘Total request to Bureau of the Budcet 26, 853, 250 

2. Approved by the President and requested of the Congress (on 
basis of current pay scales) : 22, 097, 000 
Ameunt contained in H. R. 7072 18, 703, 350 


$. Current year’s (1952) appropriation, including $1,000,000 for 


pay increases contained in H. R. 6947 (third supplemental 
appropriation bill, 1952) __ eubeeis oh 19, 900, 000 


STATEMENT CONCERNING PROGRAMS BASED ON NEW LEGISLATION 
There are no funds requested under the heading ‘‘Salaries and expenses’’ for 


the Civil Service Commission fer the fiscal year 1953 to cover new programs 
based on, or as a result of, new legislation enacted since the last appropriation bill. 


1953 BUDGET REQUEST 


Senator Maybank. You may proceed, Mr. Chairman. 

Chairman Ramspeckx. Mr. Chairman and members of the com- 
mittee, we appreciate this opportunity to discuss with you our pro- 
gram objectives for fiscal vear 1953 and the financial requirements 
that will be required to carry them out. 

As you Sees the House passed the independent offices appropria- 
tion bill, and I would like to discuss the effect of the substantial 
reduction which has been made in our request. 

The Commission has requested an appropriation of $22,097,000 for 
fiscal year 1953 for salaries and expenses. The House bill as passed 
contains $18,703,350, a reduction of $3,393,650, and approximately 
$1 million less than the funds available to us this fiseal year. The 
House report suggests that this reduction can be made primarily 
out of the Commission’s examining and placement activities. 

Senator Hitt. May I ask whether the amount of $22,097,000 was 
also the budget figure? 

Chairman Ramsreck. No, sir. We are going to furnish that for 
the record. The chairman has asked for it 

See table above.) 

Senator Hitt. What was the budget figure? 

Chairman Ramspeeck. The budget figure was $24,790,000, based on 
old pay rates. 

This action by the House presents an issue which is of utmost 
importance, Either the Federal Government is going to hire needed 
personnel under competitive merit system principles, or the depart- 
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ments and agencies must take over the task of filling their indiv idual 
personnel needs, subject only to whatever controls the Commission 
can establish and enforce with its reduced resources. 





MINIMUM PERSONNEL STANDARDS 





Under these latter conditions the Federal Government shall have a 
merit system in name only. Let me illustrate: 

During the fiscal year immediately preceding the Korean conflict, 
approximately 406,000 placements were made to keep the Federal 
agencies staffed. Of this number 83 percent were made from lists of 
eligibles established as a result of open competitive examinations. 

During the fiscal year 1951, however, over 1 million placements 
were made as a result of the expansion following the outbreak in 
Korea. Of these million placements, only 53 percent were made 
under normal civil-service procedures. 

The result was that approximately one-half million persons entered 
the Federal service during that year measured only against minimum 
standards and without regard to the principle of open competition. 



















CIVIL SERVICE 
Senator Ferauson. Right there, how do you determine what 
positions shall be filled without competitive examination and what 
ones shall be filled on the basis of competitive examinations? 

Chairman Ramspeck. It is done this way, Senator: If we cannot 
furnish the eligible lists for the jobs that the agencies want to fill, we 
have to give them authority to fill them. 

Senator Ferauson. In other words, that might apply to all agencies 
and all jobs? 

Chairman Ramspeck. Yes, sir. 

Senator Fereuson. So if | we re to go into Federal service today 
under civil service, somebody else might go into a similar position on 
the same day without being on an eligible list? 

Chairman Ramspeck. That probably would not happen because 
if we had an eligible list 

Senator Fereuson. If I was the last one on the eligible list, that 
might be true? 

Chairman Ramspeck. Yes. 

Senator FerGuson. So it is not your job to try to use your money 
to insure that particular jobs are always going to remain under civil 
service? 

Chairman Ramspeck. We try to have eligible lists always. But 
when this rush came after Korea, the Commission did not have the 
money and the staff to keep up with the rush. The eligible lists were 
exhausted. 

Senator FerGuson. Suppose that I am at the top of an eligible list. 
Is there such a thing as giving another examination and having me 
perhaps removed from that eligible list? 

Chairman Ramspeck. No, sir. 

Senator Ferauson. They tell me that it has happened many times 
in the post office civil service. 

Chairman Ramspeck. I think they must be mistaken about that. 

Senator Fercuson. They have told me that you set aside the 
examination in the post office. 


ELIGIBLE LIST 
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Commissioner Mircne.y. I think that would be, Senator, where 
there are less than three persons on the list. 
We would not set it aside as long as there were a list of three persons 
or more. 
SITUATION IN MICHIGAN CITED 


Senator Ferauson. There is one place in northern Michigan where 
you held, they tell me, seven examinations. 

Chairman Ramsprscx. Are you talking about a postmaster ex- 
amination? 

Senator Freracuson. Yes. 

Chairman Ramspecx. Unless we develop an eligible list of at least 
three names, we cannot require the Post Office Department to make 
a selection from that list. 

Senator Frreuson. If you have three eligibles, can they ask for 
a new examination? 

Chairman Ramspreck. No, sir. 

Senator Hityi. But under the law, the Post Office Department has 
the right, if you did not submit three eligibles, to ask for another 
examination. 

In other words, if you submit only one or two names of eligibles, 
then, under the law, they have the right to ask for another examination, 

Chairman Ramspsck. That is right. 

Senator Hiiu. And if you submit three names of eligibles, people 
whom you have found qualified and eligible, then they have no 
choice. Under the law they have to make their selection from 
amongst one of those three; is that not true? 

Chairman Ramspeck. That is correct, sir. 

Senator Frrauson. Suppose you hold an examination. Who 
determines whether you have three eligibles? Do you? 

Chairman Ramspeck. The Commission does, We grade the exami- 
nations, 

ELIGIBILITY 


Senator Ferauson. Let us say that there are six people taking the 
examination. Do you always have three eligibles? 

Chairman Ramspeck. No, sir; not necessarily. If they do not pass 
the examination 

Senator Ferauson. What is the passing mark? What is the re- 
quirement to become eligible? 

Chairman RamMspeck. Seventy points is the passing grade. 

Senator Fercuson. If three people have a passing grade, then you 
have three eligibles? 

Chairman Ramsprck. That is right. 

Senator Ferauson. And nothing can be done to get a new examina- 
tion on that job? The top man, or one of the three top people would 
get the job? 

Chairman Ramsprck. The only exception to that would be where 
a question of residence came up about one of those three or where 
somebody filed charges against one of them and said that his character 
was bad, and an investigation developed that that was true. 

Then that particular person would be declared ineligible, and that 
would leave us with only two. 

Senator Frrauson. And then you would hold a new examination? 

Chairman Ramspeck. That is right. 
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Incidentally, | think I know the case that you are talking about, 
Senator. 

Senator Fercuson. In the case where there are only three eo 
and you appoint one of those people, then you have to hold a new 
examina ti on because there are only two eligibles on the list; is 5 th at 
right’ 

Chairman Ramspeck. In the case of a postmaster, if they make an 
appointment, generally that list is never used again as the individual 
usually stays in the position a long time. 

Senator Ferauson. So then there would be a new examination? 

Commissioner MiregeLty, A new examination would be held the 
next time there is a vacancy. 

Chairman Ramspeck. That is right. 


FURTHER DISCUSSION ON CIVIL-SERVICE ELIGIBLE LIST 


Senator Frereuson. In the case of other jobs, do you keep the 
remaining eligibles up at the top of the list, or what do vou do? 

Chairman Ramsreck. We generally keep a register of eligibles for 
2 vears. After that we hold a new examination. 

Senator Ferauson. Is that in compliance with the law? 

Chairman Ramspeck. There is no law that requires any specific 
time. That is done in accordance with the regulations of the Com- 
mission, 

The eligible lists are generally kept in use for 2 vears. Sometimes, 
of course, they become exhausted before that time and we hold another 
examination 

Senator Ferauson. Where you have appointments of postmasters, 
of course, the appointment is made from the top three? 

Chairman Ramspreck. Yes. 

Senator Feracuson. Suppose that you have an eligible list of 
200 for the position of clerk, grade 1, do you take them right off of 
the top of the list, out of the first three? 

Chairman Ramsprck. If an appointing officer calls for an eligible 
list, we send him the top three. Now, it is also possible that another 

appointing officer m: Y call for an eligible list on the same day, and we 
may send him Nos. 4, 5, and 6. 

Senator Frereuson. And if the first appointing officer selects one 
of the first three, the other two come back and stay at the top of the 
list? 

Chairman Ramspeck. That is right. 

Commissioner Mircue.yi. We certify three names if there is one 
vacancy but if there are five vacancies, we will certify a minimum 
of eight eligibles. 

Senator Hitu. [ think that to get this full picture, while we are 
speaking of your grade as - as a passing grade, it should be said that 
a veteran gets 5 points eXtre 

As I recall, if he makes a gr aus of 65, the extra 5 points under the law, 
assuming that he is an hororably discharged veteran, would then give 
him a passing grade. He would get his 70 points. 

Chairman Ramspeck. That is right. If he is a disabled veteran, 
he can make a grade of 60 and he will pass. He also goes to the head 
of the list. 
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Senator MaysBank. Let me follow this through. 1 understand we 
are to have a civil-service examination for internal revenue examiners. 
Are you going to determine what their qualifications shall be? 

Chairman Ramspveck. Yes. 

Senator Maynank. I understand that the Treasury Department is 
going to ask that they qualify by being accountants, economists, and 
so on, regardless of the individuals’ character and regardless of their 
standing in their communities. 

Let this be off the record. 

(Discussion off the record.) 

Senator Maysank. The collector of internal revenue and those in 
the Revenue Department, in my judgment, are trying to protect their 
own departments regardless of how able, capable, and honest an indi- 
vidual might be, and regardless of his ability, integrity, and character. 
They are going to recommend that a man be an accountant in order 
to qualify regardless of his standing in the community and_ his 
character, 

I have been told that, and my collector has not had anything to do 
with it. 

Chairman Ramsprreck. | testified on that subject before Senator 
MeClellan’s committee. 

Senator Mayrank. | understood vou had. I want to get the 
information for this record. 


JOB STANDARDS 


Chairman Ramspreck. Generally, the Civil Service Commission and 
the agency involved sit down and try to work out the standards. 

Senator MaysBank, You and I both come from the South, and we 
know that there are no more honest, more honorable, and more decent 
people. They may not be graduates of Harvard University or Yale, 
or an institution like them. We just do not have the opportunities 
of attending, 

Now, let me ask you this: Are you going to arrange these examina- 
tions? 

Chairman Ramspreck. We are going to try to agree with the agenev 
on the qualifications. 

Senator MaysBank. Some of the best men I have ever seen in my 
life never went to college. 

Chairman Ramsprck. As far as ] am personally concerned, I do 
not like to see any examination which requires a college degree be- 
cause I do not have one, except an honorary one, and I would hate to 
have anybody tell me that I cannot do something. 

Senator Maysank. That is the only point. That was the only 
point I was bringing out, Mr. Chairman, 

| hope that in these examinations you will not require people to 
have these qualifications that I understand the Treasury is going to 
recommend, 

Mind vou, I have nothing against scholars. 

Senator Frerauson. How are vou going to determine whether a 
man will make a good collector of internal revenue by an examination? 
Let me say that I do not think these men were dishonest because they 
were stupid, ; 

Chairman Ramspreck. No, sil 
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Senator Mayspanxk. What is that? 

Senator Fercuson,. I say that I have never thought that these men 
were dishonest because they are stupid. I find that a lot of men are 
dishonest because they are smart. 

Chairman Ramspeck. That is right, Senator. 


CHARACTER AND BACKGROUND INVESTIGATION 


One of the things we are going to do for these top jobs is to investi- 
gate the applicants’ character and background. There will be thor- 
ough field investigations of them. 

Senator MaysBank. Good character and background, Mr. Chair- 
man, are worth more than a college degree. I say that with due respect 
to Harvard and Yale and the University of Alabama. 

Senator Hiti. And when you say background, of course, you 
include experience? 

Chairman Ramspreck. Yes. In their applications they give us their 
experience, they outline where they have worked, from the time they 
left school. We check all of that and investigate and interview people 
to find out what their former employers thought of them. 

We also investigate their reputation in the community for honesty 
and character. 

Senator MayBank. Mr. Chairman, the only reason I wanted to 
bring this up is that I do not want to see Government agencies turned 
over to college graduates because there are plenty of boys over in 
Korea now who have given up their education so that they could go 
over there, and they will never go back to college. 

There are plenty of boys being excused from going into military 
service because they are going to college. J would hate to see the 
country get into the position where you had to be a college graduate 
in order to qualify in any top grade if you had the proper experience 
and honesty and intelligence. 

I have been against all of these exemptions because I think people 
ought to be tre: ated alike, and I do not feel that a certain group should 
be allowed to stay in college during these trying times. 

Of course, I realize that “the veteran has his veteran’s s pre ference. 

I do hope that the regulations that the civil service in the future 
will permit an American youth who has fought for this country to be 
entitled to get a job in the future and to be entitled to get a promotion 
in the same way as anyone who has gone to college during the hos- 
tilities. 

Chairman Ramsreck. I think you will find that the policy of the 
Commission now, Mr. Chairman, is in line pretty generally with your 
views as you have expressed them. 

Senator Maysank. I am only suggesting what I have seen. 

_ Senator Ferauson. Have you made up the list as yet? Have you 
an examination made up as yet? 

Chairman Ramspeck. Do you mean for the collectors’ positions, the 
positions that were formerly collectors? 

Senator Fercuson. Yes. 

Chairman Ramspeck. I think the standards have been agreed to, 
have they not? 

Mr. Moyer. That is right. 
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Senator Frerauson. I wonder whether this committee might be 
able to see that examination, or some of the questions. 

Chairman Ramspeck. | was talking about standards, Senator. 
I do not think we have an actual examination and examination 
questions made up. We do have the qualifications that are required 
as standards. There will not be a written examination. 

Senator Fmreuson. There will not be a written examination? 

Chairman Ramsprck. No. 

Commissioner Perkins. It will be an unassembled examination. 

Senator Hitt. You will recall that examinations for first-class 
postmasters are not written. 

Chairman Ramsrrck. This will be the same type of examination. 
A man will be examined on his character, his reputation, and his 
experience. 

Senator FerGcuson. Will you let us see the standards? 

Chairman Ramsprck. Yes, sir; we will be glad to do that. 

Senator Maynank. Go ahead, Mr. Chairman. 

Chairman Ramspreck. This means during the current year these 
undesirable recruiting practices continue. Agencies are competing to 
meet personnel needs, with resulting duplication of effort. 


TRANSFER OF PERSONNEL 


Senator Mayrank. Will you let me interrupt you there, although 
I hesitate to do so? 

This matter has given me great concern. Some of the agencies 
that have come here requesting restorations have told us that they 
have lost many people to the newer agencies because those agencies 
were able to pay higher salaries or because they have been able to 
vive people better positions. That iswhat they have testified before us. 

Chairman Ramspreck. | think there have been actions that would 
justify some of those statements. In other words, some of the new 
agencies have offered positions at higher grades. 

Senator MaysBank. Higher grades than the regular agencies could 
offer under the law, or rather under what the civil service rating may 
be. They are limited in that way. Is that not right? 

Chairman Ramspeck. I would not say that there is any law that 
prevents them. They just do not have the jobs. 

Senator MayBank. They do not have the vacancies in the particular 
numerical grade, whatever vou want to call it? 

Chairman Ramsprck. That is right. 

Senator MayBank. And, therefore, they go somewhere else? 

Chairman Ramsprck. Actually, Senator, the agencies that are 
outside of the defense agencies and those related to the defense effort 
have 12,000 less people today than they had in July of 1951. 

Senator Maysank. These employees went to the defense and 
defense-related agencies because those agencies were not restricted 
as to the number of people in certain classifications. Because the 
regular agencies were restricted in those classifications, the newer 
agencies have taken sah away from them and have given them 
salaries greater than they were earning before. 

Chairman Ramspeck. There have been some cases where they have 
offered people higher grade jobs. 
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Senator MayBpank. That is what I meant. 

Chairman Ramsprck. But the agencies have had to demonstrate 
the applicants’ qualifications to fill them. 

Senator Fercuson. How did they demonstrate that? 

Senator Mayspank. The normal old line agencies do not have the 
vacancies and they are limited. 

Commissioner Perkins. They are limited by their appropriation. 

Chairman Ramsprck. Are you talking about the super grades, Mr. 
Chairman? 

Senator MaysBank. Yes. 

Chairman Ramspeck. That is an entirely different proposition. 
The super grades are limited. 

Senator Maypank. That is what I said. But are they limited in 
the new agencies? 

Chairman Ramspeck. They are limited by Presidential order. 

Senator Hii. In the new agencies? 

Chairman Ramsprck. Yes. 


LIMITATION ON EXECUTIVE POSITIONS 


Senator Maysank. A man may go to the Department of Agricul- 
ture or the Department of Labor, or some other such agency, ard 
find that he cannot get in there because of the limitation that they 
have, and he will turn around and go to one of these defense agencies 
and find a vacancy in one of these super grades. 

Chairman Ramspeeck. What happened, Senator, is that the Con- 
gress in the Classification Act of 1949 established these super grades 
and put a numerical limit on them of 400. Then when the Defense 
Production Act was passed in 1950 super grades were authorized there 
without limit and the number set by order of the President. 

In other words, the President was authorized to establish the num- 
ber he thought necessary. 

At the present time there is a limit on the super grades under the 
Defense Production Act and it has been raised, I think, perhaps twice 
since the act was originally passed. 

Senator Fercuson. What is the limit now? 

Chairman Ramspeck. The limit now, I think, is 350. I believe it 
was originally set at 100, 

Senator MAysBank. One hundred and ten was the first figure. 

Mr. Moyer. I| think it is 350 now. 

Chairman Ramspeck. I believe the first limit was 100. 

Senator Ferauson. And now it is 350. What are the salaries of 
the super grades? 

Mr. Moyer. They are in the grades 16, 17, and 18. The salaries 
run from $12,000 to $14,800. 

Senator Maypank. The President did that by law. I am not 
complaining about that. J] am just trying to get information in line 
with the information I have gotten from other agencies. 

Senator Hitt. Are those super grades largely in defense agencies? 

Senator MAYBANK. Yes. 

Senator Hix. Are they allin the defense agencies? 

Chairman Ramspreck. That is right for those under the Defense 
Production Act. 
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Senator Hitt. And none are in what we call the old line, nondefense 
agencies? 

Chairman Ramspreck. Not unless the President has delegated some 
of the obligations of defense agencies to old-line agencies. 

Senator Hiri. Then that personnel is only there because that 
particular work is directly connected with the defense effort; is 
that right? 

Chairman Ramspeck. Yes; that is right. 

Of course, the original 400 super grades were different. They were 
under the Classification Act and were selected from among the 
old-line agency positions for most part. Incidentally, 1 have just 
checked my notes, and find that 300 super grades have been authorized 
by the President under the Defense Production Act. 

Senator Hitt. Let me ask you one other question, I do not want 
to take up a lot of time, but this is an excellent opportunity to get 
information from you on these questions which may get out of mind 
later. 

REEMPLOYMENT STATUS 


Let us say that a person has civil-service status, we will say, io an 
old-line ageney, and that he leaves that particular job and goes over 
to another job i in one of these new defense agencies where he does not 
have to have civil-service status in order to get the job. What happens? 

How long can he keep his civil-service status? Can he go back or 
does he have any right to go back to the old-line agency? What is 
that situation? 

eg an R AMSPECK., If the agency to Which he wishes to go asks 
for it, he can be given reemployment rights. If he goes from a non- 
Tohious agency to a defense agency he will, in most cases, get re- 
employment rights back in the nondefense agency. He also retains 
his civil-service status. 

Senator Hitt. But he has to get that reemployment right and that 
status from you? 

Chairman Ramspeck. Yes, that is under our instructions. 

Senator Hiti. | mean that he cannot bounce out of this other job 
and then bounce back, so to speak? 

Chairman Ramspeck. That is right. 


DENIAL OF REEMPLOYMENT RIGHTS 


Commissioner Mircneny. I think it should be pointed out that 
sometimes we deny reemployment rights. 

Senator Hitt. That is what I wanted to bring out. 

Senator Maypank. If you did not say no sometimes people would 
just leave in groups and the old-line agencies of the Government 
would be wrecked. These people would not leave to take 1-year o1 
2-vear jobs im the OPS if they knew they could not come back. 

Chairman Ramspeck. That is right, Mr. Chairman. We do say 
no some times. We consider whether the transfer would jeopardize 
an essential function of the old-line agency. 

Senator Hitt. That would be the common sense test. 

Senator Maypank. I bring up the oe because people have 
asked me about it who work in the old-line Government agencies. 
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They are considering going over to the National Production Author- 
ity or some other defense agency, and I have suggested that they had 
better make certain of their status because nobody knows when those 
agencies will end. 

I think the old-line agencies have done a good job. I hate to see 
them lose people to the defense agencies. 


EFFECT ON FEDERAL POWER COMMISSION 


Particularly, Mr. Chairman, is that true, as far as I can find out, of 
accountants and certain types of engineers. 

The representatives of Federal Power Commission have told me that 
they have had a lot of trouble as a result of losing their accountants 
and engineers. ‘They were here only yesterday and testified to that 
effect. There is nothing more important than the Federal Power 
Commission. They are behind in their work. They have done a good 
job, I think. Some people do not think so, 

They tell me that they are very short-handed. They have many 
cases before them concerning not only the power dams, but also licen- 
ses that have to be issued and also gas lines. 

Commissioner Perkins. We are in much better position than we 
were before the Second World War because we have a grip on the 
situation. 

During World War IT they really ran from the old agencies to the 
hew ones. 

Senator MayBank. I am glad to get all this into the record. I 
appreciate what the Civil Service Commission has done, and I appre- 
ciate the problems you are up against, particularly with the new bill 
that has been passed which will require you to investigate all of the 
possible Communists employed on the defense projects. 

Chairman Ramspeck. It is going to be a difficult job. 

Senator MAYBANK. You cannot pass laws on the one hand and then 
on the other hand say that we are not going to give you money to 
enforce them. That is in substance what we have found. 

Well, I will not interrupt you any more. 

Chairman Ramspeck. That is all right, Mr. Chairman. We are 
glad to discuss these matters with you. 

This means greatly increased costs to the taxpayer, and deprives 
both veterans and nonveterans of their rightful opportunity to compete 
for Federal positions in accordance with merit-system principles. 

Also, it is not providing the Federal service with the quality of 
personnel which it has the right to expect from the merit system. 


DUPLICATION OF PERSONNEL RECRUITMENT 


Senator Hitt. Excuse me one minute. We are all economy- 
minded now, as we should be. I am intrigued there with your state- 
ment ‘‘This means greatly increased costs to the taxpayer.” 

Will you illustrate that for just a minute? 

Chairman Ramsperck. I refer there, Senator Hill, to the fact that 
the duplication of recruiting efforts by the various agencies results in 
increased costs. 
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Where we have not been able to furnish stenographers, for instance, 
the Army, the Navy, the Air Force, and other agencies will send 
recruiting teams out. 

We asked the Budget Bureau for money to eliminate the necessity 
for that as we could do that rec ruiting ourselves. We also asked the 
House to give it to us. 

Senator MayBank. May I interrupt again. I do this only in the 
interest of finding out what is going on. 

I read in the papers that a military school has been established in 
Dayton, Ohio, where classes were being held to train stenographers, 
[ understand those people were being paid while attending school. 

Chairman Ramsprck. I think they did start that, but it was stopped 

Senator Maysanx. It was stopped by the Congress. I mean that 
you had no authority to stop it. If you had had the authority to 
recruit those people, that may have not been necessary; is that right? 

Chairman Ramspreck. We have the authority; we do not have the 
funds. 

Senator Mayrnanx. Of course, you have plenty of laws. -You can 
only administer the laws to the extent that the money you have will 
permit you to. 

Chairman Ramsprck. Yes. 

This should not be permitted to continue, but will continue until 
the Congress provides us with the means to do the job as it should 
be done. 

I am very seriously concerned about the present recruiting methods, 
and I firmly believe that it is essential to reestablish procedures in 
accordance with merit-system principles. This matter requires 
immediate attention and we should proceed at once to strengthen the 


integrity of the competitive and merit-system tenets of the civil- 
service system. 

Our budget request now before you will provide funds to enable 
the Commission to make a substantial move in that direction. 


EFFECT OF HOUSE CUT 


However, if we are required to operate with only the reduced funds 
in the House bill, it can only result in a further weakening of the merit 
system. 

The apparent reasoning of the House in making this reduction can 
be inferred from statements in the House report which indicates a 
belief that somewhat fewer placements will be made next vear and, if 
job turn-over can be reduced, less money will be needed to carry 
on the examining program. 

Senator Hiiu. Did you get a cut in the House in addition to the cut 
made by the committee? You did not get a cut on the floor, did you? 

Chairman Ramsreck. No; just in the committee. ° 

Mr. Wiiuiams. Of course, the Jensen amendment applies. 

Senator Hitt. I understand that. 


CIVIL SERVICE EXAMINATIONS 


Chairman Ramspreck. Let me make it clear that this is not true. 
Even though turn-over falls below the annual rate of 33 percent used 
in our estimates, and even though there be an actual reduction in the 
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total number of Federal employees during the coming fiscal year, the 
money requirements to conduct our examining program will not be 
materially affected for the following reasons: 

. The occurational coverage of examinations is about the same 
regardless of whether 1,000,000, 800,000. or 600,000 new employees 
must be hired during a given year. 

We can expect vacancies in a very large proportion of the different 
occupations in Government. Consequently, we must hold approxi- 
mately the same number of examinations, regardless of the number of 
vacancies to be filled. 

2. Our examining processes require considerable work in connection 
with the preparation of qualification standards, negotiations with 
agencies, issuance of the examination announcement, and other matters 
which are not affected by the number of positions which will be filled 
as a result of the examination. 

In other words, it is just as expensive to hold an examinatior to 
fill 25 accounting positions within an agency as to fill 100 positions. 

3. Our boards of examiners operating in the agencies will be con- 
ducting a full examining program for all types of positions under their 
jurisdiction. 

Senator MayBank. Let me stop you right there. Is there any 
place where you do not have jurisdiction? 

Chairman Ramspeck. I am referring there, Mr. Chairman, to 
board of examiners which operate under our supervision, but which 
are actually composed of employees of the agencies. 

You see, we are operating at the present time under a decentralized 
plan set up by an Executive order similar to that contained in 
S. 1135 which passed this body in the last session of Congress. 

We have set up these boards of examiners. We train them, we 
supervise them, and we inspect their work. 

Senator Maybank. Do you set up the standards? 

Chairman Ramspeck. We set up the standards; that is right, sir 

Senator Maypank. The boards do not set them up? 

Chairman Ramspeck. That is right. 

Commissioner Perkins. They only operate in their own agencies 

Senator MayBank. I we anted to make it clear that the standards 
are set up by the Commission? 

Chairman Ramspeck. That is right. We control that. 


UNASSEMBLED EXAMINATIONS 


Senator Tuyr. May I ask this question: Are these standards 
specific written examinations that are required of the applicant? 

Chairman Ramsreck. It depends on the type of position, sir. 
Some of the examinations are written. Some of them are what we 
called unassembled examinations. 

The higher grade positions are usually filled by unassembled exami- 
nations. 

Senator Tuyr. What percentage of the positions are filled through 
unassembled examinations? 

Chairman Ramwspeck. I could not answer that offhand. 

Can you, Mr- Williams? 

Mr. Wiiurams. No, sir. It would be a relatively small percent. 
Most jobs lend themselves to a written examination. 
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It is just in the higher grades primarily that you get into this 
unassembled-examination technique where the individuals are rated 
solely on the basis of experience. 

Senator Tuyr. Experience, character, and personality. 

Mr. WituraMs. Yes, sir; and training. 

Senator Tuye. Who makes that finding? Is that done by a special 
panel, or is that done by the Civil Serv ice Commission itself? 

Mr. WriuiaMs. It is done by the Civil Service Commission unless a 
board of examiners is holding the unassembled examination. 

Senator Tuygr. Now, if it is a board of examiners which is holding 
the unassembled examination, how would you go about selecting 
that board or that panel? 

Mr. Wintiams. We select the members of the board of examiners 
based upon their qualifications to do the kind of work we expect 
them to do as a member of that board of examiners. 

In other words, we review the qualifications of persons who are 
nominated by the agency to serve on the board. 


UNASSEMBLED-EXAMINATION BOARDS 


Senator Tayr. Is that board assembled and seated here in the 
District or in vour Washington office, or is there a board assembled 
in each respective State? 

Mr. Wiiurams. There are 1,100 boards scattered throughout the 
country, sir. These boards are located right within the agencies. 

Senator Tuyr. Do you have such a panel in Indiana? 

Mr. Wititams. We probably have very many of them in the State 
of Indiana. 

Senator THyr. You mean many of those boards of examiners? 

Mr. Wiittams. Yes, si 

Senator Taye. If you were trying to fill a vacancy through an 
unassembled examination in the State of Indiana, would you ask the 
board to make that finding in Indiana? 

Mr. Wiiitams. It would depend, sir, upon this: Theve is a criterion 
used in deciding whether a board or the Civil Service Commission 
should announce an examination. If the jobs to be filled are peculiar 
to a particular department, or agency, a board in that ageney will 
usually hold the exam. If it involves jobs that are common to many 
agencies, the Commission will hold it. 

Normally, this is the criterion used to determine what examinations 
the boards shall handle. 

Senator Tuys. If there was an applicant for a position as director 
of a revenue department or a revenue office in the State of Indiana, he 
would appear before that panel, that you would designate there, and 
then that panel would determine the qualific ations and the fitness 
of the man for the position; is that eae 

Mr. Wintuiams. That is correct, sir, if it was a board exam. 


POLITICAL CONSIDERATIONS 


Senator Tuyr. Have you ever had the remotest sort of suspicion 
that there might be an opportunity to politics there? 

Mr. Wriuiams. That type of examination you mentioned would 
not be a board examination. 
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Senator Tuyr. Who would conduct that examination? 

Mr. Wiuurams. The Civil Service Commission. 

Senator Tuy. In other words, you mean the Commission com- 
prised of the board that we now have before us? 

Mr. Witurams. That is correct, sir, or one of our regional offices. 

Senator Tuye. In the case of any sort of position as important as 
that, the applicant would be examined by you as a board? 

Mr. Wixturams. That is right. It will be a Commission-conducted 
examination. 

Senator Ture. I would hope that that would be the situation be- 
cause if it is left up to a local board of examiners and is a local state 
appointment, and there is no written examination, after they have 
interrogated him and he has answered any questions asked him, there 
would be every opportunity for the rankest type of politics to enter 
into such an appointment. 

Mr. WituraMs. I will say that very few unassembled examinations 
are held by boards of examiners. By and large boards handle written 
examinations. 

Mr. Moyer. Except in the mechanical trades, such as at the navy 
yards. 

Senator Tuyr. That is an entirely different matter. I am thinking 
about unassembled examinations for these very important positions. 

Mr. Wiuuiams. High level jobs. 

Senator Toye. Yes. 

Mr. WituiaMs. Those are always conducted under the Commis- 
sion’s own jurisdiction. 

Senator Tuyr. That would be my concern because you might have 
a man coming before a panel, answering the questions that the panel 
might see fit to ask him. There would be no written document at the 
conclusion except that indicating what their findings were. I, as one 
individual, can see the possibility of political manipulations there that 
would be the rankest of all manner of political manipulations. 

Chairman Ramsprck. Senator, in the case you have described the 
man would first have to fill out an application blank and list all his 
experience and qualifications. That is the basic document which we 
would use. 

Then we would check up to see whether he has told us the truth in 
that. If he has not told us the truth, the probability is that he would 
he disqualified from the examination. We investigate all of that. 

Commissioner Perkins. Before he comes up before the panel. 


NEW JOBS UNDER BUREAU OF INTERNAL REVENUE 


Chairman Ramspreck. Yes, sir; before he appears before the panel. 
What I think you have in mind there are the new jobs under the 
Bureau of Internal Revenue. I do not think those are going to be 
handled by any board of examiners set up in the Treasury Department. 
Senator Tuyr. I am happy to learn that because I had some concern 
when I learned that there was not going to be a written examination; 
that there were not going to be any specific questions which the appli- 
cant would have to answer, and that there would not be a record made. 
I could see possibilities there which greatly concerned me. 
Chairman Ramspeck. We are going to go very carefully into those 
top jobs. The positions of the district commissioners and I believe 
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what are to be called the directors of internal revenue—they have 
changed the name recently—are going to be very carefully screened. 
I will assure you of that. 

No one is going to take over those jobs until we have done that. 

Senator MayBaNnk. And you are going to screen their character and 
honesty. That is more important than conducting some fantastic 
examination that does not first take into account their character, 
honesty, and experience. 

Chairman Ramspeck. Well, there is no substitute for good charac- 
ter, Mr. Chairman. 

Senator MayBank. I agree with you. 


RECRUITING, EXAMINING, AND PLACEMENT REGULATIONS 


Chairman Ramsreck. The cost of training, supervising, and supply- 
ing these boards with test materials, standards, and instructions will 
not be materially affected with a decrease in hiring. 

4. The civil-service merit system has been extended to top. jobs in 
the Bureau of Internal Revenue. These are high level positions which 
involve the use of most careful examining methods to assure that the 
best qualified eligibles may be secured. This workload was not antici- 
pated at the time of our budget request. 

5. The Commission must continue to furnish the public, the agencies, 
and the Congress with certain services. For example, adequate 
information must be provided as to the opportunities for Federal 
employment. The commission receives approximately 2% million 
inquiries each year by mail, telephone, or in person. 

Also, under the basic Civil Service Act the Commission must formu- 
late regulations and standards for recruiting, examining, and place- 
ment. These must be changed as laws, employment conditions, and 
the work of the Government changes. 

For the reasons stated above it is apparent that the funds needed 
to carry on an adequate examining program are not in proportion to 
the number of placements made from the lists of eligibles established. 
The important thing is that the Commission and its boards have 
eligibles, obtained through open competitive examinations, as the 
needs of the service require. 


JENSEN AMENDMENT 


Another matter I would like to bring to your attention is the so- 
called Jensen amendment which has been made a part of the inde- 
pendent offices appropriation bill. 

Senator MaysBank. Let me stop you right there. You are talking 
about the Jensen amendment as it now appears in the House bill? 

Chairman Ramsprck. Yes, sir. 

Senator Maysank. As you probably know, yesterday the Senate 
Appropriations Committee reported out the Labor-Federal Security 
appropriations bill. They agreed that they would substitute for 
what was included in the House bill the so-called amendment that was 
adopted by the conferees Jast year and which was finally worked out 
as between the House and the Senate. 

I believe that Senator Ferguson had a part in that. 
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I do not know what is going to happen, but when you have a pro- 
Vision in one appropriation bill the others are liable to include it also. 
That is what we were up against last year in this committee. 

Now, you know what the present law is. It is rather presumptuous 
for me to ask you this when the bill has not even been passed by the 
Senate, but I am inclined to believe that it might be. I do not know 
what Senator Hill and Senator Thye think about that. 

Senator Hiny. It might be passed. 

Senator MaypBank. I said that it might. 

| was wondering whether you would leave aside the Jensen amend- 
ment as it is now included in the House bill and would tell us perhaps 
what you might be able to do under the Jensen amendment as in- 
cluded in the present law, because that is what we adopted yesterday 
in the full committee. 

Mr. Witurams. Do I understand then that the so-called Jensen 
amendment will apply against the number of positions in the 
President’s estimate rather than the amount of money in the bill 
passed? That is the present law. 

Senator MaysBank. That was the substance of the law last vear. 
That is what you are operating under now. That is the provision 
that the subcommittee of which Senator Hill is a member approved. 

Senator Hitn. The subcommittee did not approve that, but the full 
committee did. 

Senator MaysBank. Pardon me for the error. 

Chairman Rampseck. That would be much less hurtful to us in 
our situation than the provision that is included in the present bill as 
passed by the House. 

Senator Mayspank. Well, | am glad to hear that, but it will still be 
hurtful? 

Chairman Ramspeck. It would depend on how much money vou 
allow us, and how much we would obtain in the final conference. 

Senator Hiti. Mr. Chairman, do you not think that vou had better, 
after this hearing, examine that language again and, if vou see fit, 
send Chairman Maybank a letter for the record? 

Senator Mayrank. Without objection, | will ask the Chairman to 
send me a letter, after he studies the action of the Senate on the 
Labor-federal Security bill. 

Senator Hint. Excuse me one minute. I believe vou said “the 
action of the Senate.”” [am not sure that bill is going to come up 
for several days. It micht be a good idea to take the provision as 
the committee reported it and not wait until the Senate has acted on 
the bill as it may not come up for a few days. 

Senator Mayank. That is right. Will you do that, Mr. Chair- 
man? 

Senator THyr. May I ask vou this question, Mr. Ramspeck, 
this point: If the provision of the law as it was in the legislation a 
vear and which the committee has included in the bill for the Labor- 
Federal Security azvencies were included in this bill, would it deny 
vou the right to fill top positions when vacancies occurred? 

Chairman Ramspreck. That provision, Senator, affected us vers 
little during this current fiseal year because the amount of money 
that we got was less than that specified in the bude¢et. 

The Jensen amendment practically did not affect us this current 
fiscal vear? 
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Is that correct, Mr. Williams? 

Mr. Witutams. Yes. 

Senator Tuyn. In other words, you could keep the full complement 
of employees where it was necessary to keep the complement. Was 
that the effect of the conferees’ version of the Jensen amendment for 
this fiscal year 

Mr. Wiuurams. Yes, sir. We took over a $5-million reduction in 
the amount of money we got as against the amount of money we had 
requested. This was more than 10 percent of the amount requested 
in the budget. 

Senator Taye. And it did not restriet the personnel in any of it 
categories? 

Mr. Witurams. That is right, sir. 

Senator THyr. And you could administer the personnel from the 
lowest classification to the top in accordance with the best judgment 
of the agency as concurred in by the Civil Service? 

Mr. Wiuutams. That is right, insofar as Commission personnel is 
concerned, 


EFFECT OF JENSEN AMENDMENT ON RETIREMENT 


Senator Toye. If the Jensen amendment were to remain in the bill 
there would have to be certain specific denials in the departments’ 
replacements? Am I right or wrong on that? 

Mr. WinuiaMs. That is right, sir. 

Senator Tuye. It could have this effect: A person reaching the age 
limit for retirement, but who would have the right to remain on the 
job beyond his specific retirement date would remain on his job 


because if he retired a replacement could not be made. 

Mr. Winuiams. That is right, unless three other persons left. 

Senator Tuyr. Unless three others left in a classification some- 
where near the classification which he held? 

Mr. Witurams. Well, the classification of the job would not matter. 

Senator Toye. It would not? 

Mr. Wintuiams. The grade classification has nothing to do with . 
If you lose, for example, three grade 3 employees and one grade 
employee, you could fill one vacaney at either of those grades. 

Senator Tuyr. The Jensen amendment would have the tendeney, 
instead of creating vacancies, to do just the reverse, that is, it would 
have the tendency to load up and to hold men who should have been 
retired, thus permitting promotions from one of the lower grades to 
the position that he held? 


ADMINISTRATIVE PROBLEMS UNDER JENSEN AMENDMENT 


Mr. Witutrams. The administrative problems are numerous under 
the operation of a tight Jensen amendment in the sense that where 
you have small technical staffs and you lose a man, you cannot fill 
that job unless somewhere else in your organization you pick up 
enough vacancies to fill your technical job. Obviously then you are 
going to suffer to the extent of the three vacancies that cannot be 
filled until you get down to your appropriate week required by the 
amendment. 
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From the standpoint of the small office, and our 14 regional offices 
are not large in size, it does present many problems since in each 
regional office we are administering 6 different programs involving 
emplovees with different skills. 

Senator Tuyr. It would not lend itself to bringing about efficiency 
in the functioning of Federal employees? 

Chairman Ramsrrcx. To the contrary, Senator Thye, I think it 
would promote inefficiency because if you have an inefficient employee 
whom you would ordinarily want to get rid of, knowing that you can- 
not fill that job, you keep the inefficient employee because you can get 
some work out of him anyway. 

Senator Toyr. Thank you, Mr. Chairman. 

Senator Hitu. That is the way that thing impresses me. What you 
do is to put a premium on inefficiency and inadequacy. If the depart- 
ment knows that they cannot fill a job and you have a person in 
that job who is not efficient, they say: “A piece of pie is better than 
no pie at all, and this fellow, while he is not doing what he ought to 
do, | would rather have than nobody at all.” 

That is certainly one side of this picture. 

Chairman Ramspeck. That is certainly one side of the picture, 
Senator. 

Senator Feravson. Of course, the man who does that is dishonest, 
is he not? If he has the right to discharge a man, but does not dis- 
charge him because the law says that if he does so he cannot put 
another man back in his place, is he not being dishonest? 

Chairman Ramspeck. Well, the purpose of discharging an inefficient 
employee is to get an efficient employee. 

Senator Ferauson. That is right. 

Chairman Ramsprecx. But if you cannot get another employee and 
you have a workload to accomplish, the tendency would be to hold the 
inefficient man. 

Senator Fercuson. But the Jensen amendment in the law provides 
that you can hire 1 out of 4. 

Chairman Ramspeck. Yes. But supposing you have just this one 
inefficient employee and you want to fire him. You cannot replace 
him until three other people also drop out for some reason. 

Senator Frerauson. But if the employee involved has committed 
something that justifies his being discharged, should he not be dis- 
che urged? 

Chairman Ramspeck. I would say ves if he had committed an act 
that is wrongful, but if he has not and is just inefficient and if you 
cannot replace him, the tendency would be to keep him on. 

Senator Hiiv. In other words, you have a certain job that has to be 
done. You have a person in there and there is nothing dishonest 
about that person. I mean that there is nothing about him that 
involves anything really bad except that that person is not as competent 
or as efficient or as capable as some other person that you might bring 
in to pull that job for the same pay. 

Chairman Ramspeck. That is the point I was making, Senator Hill. 


FERGUSON AMENDMENT 


Senator Fercuson. What about the Ferguson amendment to take 
10 percent and let vou apply it. 
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Chairman Ramspeck. I think that is a better way to do it, Senator, 
than the Jensen amendment. 

Senator Fercuson. We would say, then, that you were to take 
percent off, and you could then take them off. 

Chairman Ramspeck. | think that is a much better way to do it. 

Senator Maynank. The question then comes back to this: To 
what amount are you going to apply the 10 percent? 

Senator Ferauson. That is right. 

Chairman Ramsprcx. Whether you take it off of the budget esti- 
mate or the amount that is finally allowed in the appropriation act 
makes a lot of difference. 

Senator Fercuson. Will vou give us for the record the amount of 
money that you had last year. I think you have already been asked 
for that. Then give us the amount that you are asking for this vear, 
the amount of the budget estimate. 

1 am talking about the amount for personnel. 

Chairman Ramspreck. Yes. 

Senator Ferguson. Can you give us those figures? 

Chairman Ramsprck. Yes, sir, we will do that Senator. 

Senator Ferauson. I think the Jensen amendment in this bill 
15 percent, or is it 10 percent? 

The one we had yesterday was 15 percent. 

May I ask then that you give us your estimate of the results of the 
application of a 5-percent cut and also a 10-percent cut in money on 
vour Department? 

Chairman Ramsprck. Yes,sir. We will be glad to do that, Senator. 

Mr. Witi1ams. Do vou mean measured against the amount in the 
estimates? 

Senator Ferauson. The budget estimates. 

Senator MayBank. Senator Ferguson, | believe that in your absence 
[ said that the full committee yesterday had determined on a definite 
formula for the application of the Jensen amendment in the Labor- 
Federal Security appropriations bill. 

Senator Ferauson. Yes. We are working on striking out what is 
in the bill and putting in another provision so that we will have every- 
thing in conference. 

PERSONNEL CUT 


Chairman Ramsreck. This provision, if permitted to stand, will 
require of the commission a cut in personnel 10 percent below the level 
of funds authorized in the bill. 

The effect of this cut, when combined with the reduction made by 
the House in our requested funds, will mean a loss of approximately 
1,000 jobs from our budget request and an actual reduction of nearly 
700 employees from our estimated June 30 employment level. 

To carry on our many programs with 700 fewer employees than 
authorized for this year would be a travesty on our efforts to administer 
a sound civil service system. We, therefore, urge you to relieve the 
Commission from any requirement that we reduce staff below the 
level authorized by the funds to be made available. 


CUT IN TRAVEL EXPENSES 


The House bill also reduces by one-third the amount which may be 
expended by the Commission for travel purposes. We are in full 
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agreement with the statement in the House committee’s report that 
strict supervision of travel should be required and that all possible 
economies should be realized. 

However, in order to carry out most of our operating activities, 
travel is essential. In our examining and inspection work, in making 
the various types of investigations, in auditing agency classification 
actions, our emplovees must travel to accomplish the end result. 

Now, I would like to interpolate a little emphasis there, Mr. 
Chairman. 

Senator Maypank. Go ahead, sir. 

Chairman Ramsprck. For instance, if we have an investigative job 
involving something in Charleston, 8. C., or Montgomery, Ala. 

Senator Fercuson. You would not have it down there. 

Chairman Ramsrrck. Or Detroit, Mich., we have to send our per- 
sonnel from our regional office into those cities, you see. It just so 
happens that right now I have to send some people to Detroit because 
an employee of one of the agencies who is a veteran has claimed that 
he was being discriminated against. 

Our travel is different from the travel of some agencies in this 
respect: It is a part of our operating procedure. We only have 14 
offices in the United States, and if we are to service the agencies that 
have installations in a thousand different places, we have to do some 
traveling. 

Our budget estimates contain an amount of $639,000 for travel pur- 
poses. The amount contained in the House bill under a specific 
limitation is $426,000, which is actually $100,000 less than will be 
required during the current fiscal year. We consider it essential that 
the travel limitation contained in the House bill be increased. 

Senator Mayank. Of course, traveling expenses have gone up as 
far as railroad fares are concerned. ‘They have been increased since 
last vear. 

Commissioner Perkins. And all the incidental expenses that go 
with travel as well. 

Senator Mayspank. Yes. The railroad fares themselves have gone 
up considerably with taxes. 

Chairman Ramspeck. Yes, they have gone up. I am afraid that 
if this limitation stays in this bill, we may find ourselves in the situa- 
tion where we will have personnel that cannot be utilized because we 
send them where the work is. That certainly would not be economy. 

There are two items in connection with the administration of the 
retirement system that I wish to bring to the attention of this com- 
mittee. 


ACTUARIAL VALUATION OF RETIREMENT AND DISABILITY FUND 


The first is a disallowance made by the House for a request of 
$173,200 for an actuarial valuation of the civil service retirement and 
disability fund. Since the original legislation in 1920, section 16 of 
the Civil Service Retirement Act has required a valuation at least 
every 5 years. The last valuation was made as of September 30, 
1947. Without an appropriation for this purpose the Commission has 
no alternative but to ignore a specific legal requirement. 

The importance of an actuarial valuation has been stressed repeat- 
edly in hearings and reports. The Commission must submit annually 
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estimates of the appropriations necessary to finance the retirement 
fund. 

Under the method of financing recommended by the Board of 
Actuaries and concurred in by the Commission, periodic actuarial 
valuations are essential for the proper preparation of these estimates. 
Moreover, they are necessary for the preparation of cost estimates on 
proposed retirement legislation on which the Commission is requested 
to report to congressional committees, 

Senator Maysank. Mr. Chairman, vou have distributed to us a 
paper which is entitled “Statement of Condition of the Civil Service 
Retirement and Disability Fund as of June 30, 1947, and June 30, 
1951.” 

Chairman Ramspeck. Yes, sir; ] wanted to discuss that in connec- 
tion with these two questions that 1 am raising, Mr. Chairman, 


PAYMENTS TO RETIREMENT AND DISABILITY FUND 


The second item is in connection with our appropriation request for 
payment to the civil service retirement and disalefiity fund, which 
the House has reduced from $457,869,000 to $321,000,000. 

The House committee has esroneousl} stated in its report that the 
reduced amount: 

Provides the full amount of the budget request to meet the Government’s 
normal cost and will provide an additional substantial sum for use in connection 
with the amortization of prior years’ accrued liability. 

The opposite is true. An appropriation of $321 million will result 
in a substantial increase in the deficiency of the fund because it falls 
short of covering even the normal cost plus interest on the deficiency. 

The Commission reiterates its strong feeling that sound financing of 
the retirement system requires the initiation of a program to amortize 
the unfunded accrued liabilities, and wishes to make clear that the 
appropriation proposed by the committee will increase the deficiency 
rather than reduce it. 

Now, Mr. Chairman, | have prepared and distributed to the mem- 
bers of the committee, this balance sheet. This civil service retire- 
ment and disability fund is about 32 vears old. My connection with 
it goes back to 1930 when I served on the House Committee on Civil 
Service. 

As Senator Hill remembers, we had a rewrite of that in 1930. So I 
am familiar with it since that date. 

This is the first time in the history of the act so far as 1 know that 
the balance sheet has ever been prepared. Heretofore there have 
heen statements of receipts and disbursements. 


BALANCE OF FUND 


The balance in the fund is invested in Government bonds. That 
balance, as you will see in item 7 of this statement, is $4,419,927,112.89. 
it looks like a lot of money, and the employees are constantly wanting 
to “sort of cut a melon” out of that and get increased benefits. They 
do not consider the liabilities. 

Now, I want to point out two items in the liabilities which IT think 
ure of the utmost importance in connection with this whole question. 
Item 4 is the amount we owe to people who are now on the retired 
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roll. The amounts due them nave been determined by the Civil 
Service Commission in accordance with the law, and they are drawing 
monthly payments which eventually will cost $2,016,051 ,658. 

Senator Fercuson. Is that per year? 

Chairman Ramspeck. No, sir. That is the total for their life 
expectancy, the life expectancies of the people now already retired. 

Senator Fereuson. For their life expectancy? 

Chairman Ramspeck. Yes. 

Now, when you take that item of $2,016,051,658 away from the 
figure of $4,419,927,112 that we have in the fund, you have approx- 
imately $2,400,000,000 left. 

Item 1 in the labilities is the money deposited in the fund by 
present employees or past employees who have not drawn it out, and 
voluntary deposits that they have made to cover back service, or to 
increase their annuities, with accrued interest. 

Senator Ferauson. That is a trust fund? 

Chairman Ramspeck. That is a trust fund, Senator. 

Senator Ferauson. Being used by the Government. 

Chairman Ramspsck. It is invested in Government bonds on which 
they pay us 3 percent interest. They pay the fund, that is. 

Now, when you add those two items together, you will see that 
that amount is roughly $100,000,000 more than the total assets of the 
fund. 

Then we have the biggest.item of all which ts item 5 and is the 
liability for service already rendered as of July 1 of last year by 
present employees to which they will be entitled some day when they 
retire. 

Now, we feel that this deficit of $4,875,000,000 should be amortized. 
We asked the Budget Bureau to approve our request to amortize it 
over a period of 30 years, and they did. 

Senator Ferauson. When did you discover that? 

Chairman Ramsprck. It has been known that there was a deficit 
for a long time. There has been a difference of opinion from time to 
time in the Commission and in the budget as to whether it ought to 
be amortized or not. 

At various times appropriations have been asked to reduce it to 
some extent. 

Senator Fercuson. It is a debt owed by the Government? 

Chairman Ramspeck. Yes. 

Senator Ferauson. Why should we amortize it? Why should we 
set it up and put money into it and then have the Government bor- 
row money and pay 3 percent on it as interest to the fund? Why 
should we do that? 

Chairman Ramspeck. I think that it would result in a sounder 
system. I think it would deter efforts to increase these benefits. 

Senator Roznertson. Is it not a fact, Mr. Chairman, that ever 
since we have had this system, at least for the last 19 years since | 
have been here, everybody has known that the Federal emplovees 
were not paying into the fund enough to meet the accruing liabilities? 

Chairman Ramspeck. It never was intended, Senator Robertson, 
that they would pay the whole cost of it. The original concept was 
a 50-50 proposition, 
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FEDERAL GOVERNMENT CONTRIBUTION 


Senator TuHyr. Chairman Ramspeck, the point is that in other 
words your actuarial findings have disclosed that the Federal Govern- 
ment 1s delinquent in their contributions. We had the same ex- 
perience in the State when I was Governor, and we finally hired an 
actuary and went in and audited and set up the fund. We found that 
the State had a liability that they were delinquent in. 

That is exactly what the Federal Government finds itself in here. 
They are delinquent in their contribution. The employees have made 
their contributions. 

Chairman Ramsreck. That is right. 

Senator Turn. They have a balance as e mployees, but the Federal 
Government has a liability because they have not always met their 
annual contributions. 

Chairman Ramspeck. That is correct, Senator. 

This entire deficit is the liability of the Federal Government due 
to the failure to put the money into the fund in timely amounts. 
Nothing was put in by the Government during the first 9 years. 

Senator FrerGuson. Either that or the employees have not been 
putting in enough. 

Chairman Ramspreck. They have put in what the law requires. 

Senator FerGuson. But not enough to actually carry them. 

I do not see why the Government now, when the Government is in 
deficit financing, should put money in at this time and pay interest 
on it and then borrow it. 

Chairman Ramspreck. Senator, it would reduce the net cost to the 
Government to pay it in and amortize it because they are going to 
pay it eventually, 

Senator Frerauson. You say that they are going to have to pay 

, but then they may not have to pay it when the Government is in 
i ficit financing. 

Chairman Ramspeck. I do not quite follow you. 

Senator Feracuson. The Government will pay it out year by y 
as required. Now, you will have how much in the fund? 


TOTAL OF FUND 
(See also p, 410.) 


Chairman Ramsreck. The fund consists of $4,419,000,000. 

[ call your attention to the fact that the deficit has gone up during 
the last 4 years at the rate of $450 million a year. 

Senator Ferauson. Why? 

Chairman Ramsrrck. | do not know why. 

Senator Frerauson. Can you find out why? 

Chairman Ramsprck. That goes back to the other matter I was 
mentioning here a while ago when you were out, Senator Ferguson. 
That is that the House has not allowed us the money to evaluate 
this fund which the law requires us to do every 5 years. I think that 
is of the utmost importance. 

Senator Rospertson. Did we not vote to increase these pensions? 

Chairman Ramspeck. Congress did in 1948; yes, sir. 

Senator Rosperrson. Then we have had about three pay-raise 
bills, and every time you raise the pay you increase the pensions 
that they can draw. 
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Chairman Ramspeck. That is correct. 

Commissioner Perkins. And also the contribution that they make. 

Senator Ropertrson. | know, but they do not contribute enough. 
The deficit gains on them taster. 

Commissioner Perkins. But the Government has never contri- 
buted its share, you see. 

Senator Roserrson. It is just another illustration of what you are 
up against when you have big government. 

Senator Ferguson. You can not watch it. 

Senator Roperrson. Not only that, but liabilities accrue that you 
do not know anything about until all of a sudden we have accumu- 
lated right here a $4 billion obligation. That is not a small sum, 
either. It is nearly $5 billion, and that to me is a very serious matter. 

Chairman Ramsprck. Senator Robertson, you would be interested 
in the fact that Mr. Keating of the National Association of Letter 
Carriers testified before Senator Smathers’ subcommittee of the Senate 
Committee on Post Office and Civil Service that if you took all of 
the Government retirement systems’ deficits and added them to- 
gether, they would run to between $250 billion and $300 billion. I do 
not know what he was including there. 

Senator Hrtt. What was he including? 

Chairman Ramspeck. I do not know, Senator. He shocked me 
with that figure because that is equal to the public debt. 

Senator Roperrson. | believe he imeluded all of the veterans’ 
insurance money. 

Chairman Ramspeck. He was probably including the veterans 
and military pensions and social security. 

Senator Ferauson. Payments that are in prospect in the future. 

Chairman Ramsprck. Yes, sir. 


RAILROAD COMPENSATION AND RETIREMENT FUNDS 


Senator Ropertrson. We voted vesterday, | believe, to increase the 
railroad pensions. 

Senator Ferauson. I thought that was the unemployment com- 
pensation. 

Senator Ropersron. I thought it was pensions, too. Did we not 
have two bills? 

Chairman Ramspeck. Congress did that last vear, I think. 

Senator Hitt. The Federal Government makes no contribution 
to the railroad unemployment compensation fund. 

Chairman Ramspeck. The Federal Government makes no contri- 
bution. They do stand, | think, the administrative costs, and I think 
that under the law, Senator Hill, they guarantee the benefits. 

Senator Frrauson. They agree to pay the amount whether they 
collect or not. 

Senator Roperrson. The Government does not pay any part of the 
railroad retirement fund, but there was a question last year as to 
whether they had left it in a sound condition. 

Chairman Ramspeck. It is not sound. It is worse off than this 
fund. 

Senator Hiti. 1 would say that it is not in a sound condition. 

Whereas the Government administers it, [| do not think, unless | 
am wrong, that there is any guaranty or warranty on the part of the 
Government to pay it in the event the fund cannot. 
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Senator FerGuson. I hope you do not have any illusions about who 
is going to be asked to make up the deficit if one occurs. 

Suppose that a man has been paying into the fund for 30 years and 
then we say to him, “ We are sorry, we cannot pay your pension as we 
do not have the money.” 

He will say, ‘Well, were you not administering this fund for me? 
You had better find some money to pay me. 


9) 


DEFICIT IN RAILROAD RETIREMENT FUND 


Chairman Ramsprck. Well, there is a $9 billion deficit in the 
railroad retirement fund. 

Senator Rongertson. How much? 

Chairman Ramspeck. $9 billion. 

Senator Ferauson. In the railroad retirement fund? 

Chairman Ramspeck. Yes, sir. 

Senator Hii. $9 billion today? 

Chairman Ramspreck. Yes, sir. The liabilities exceed the assets 
by $9 billion. 

Senator Toys. Is that an actuarial finding? 

Chairman Ramsprck. Yes, sir. 

Senator Tuy. Does that appear as a deficit in their fund today? 

Chairman Ramspreck. My understanding is that it does. 

Senator Rosertson. Is it the kind of showing that an insurance 
company would have to make? 

Chairman Ramspeck. It is the same kind of deficit that we have 
here. Whether they have been publishing balance sheets like this 
one, I do not know, but in their report, | am informed it appears that 
they have $9 billion deficit. 

I think it is of the utmost importance that we get the money to 
evaluate this fund as required by the Retirement Act this year. 

Senator, 1 explained while vou were out that the law requires the 
evaluation of this fund every 5 vears. We need to check and see 
what is happening to this fund. 

You will notice that item No. 4 is the liabilitv to people already 
retired. That amount has increased in the last 4 vears by $1,200,- 
000,000 approximately. 

Now, I do not know why that has increased so much. 

Senator Ferauson. This is like saying that we ought to add 4 bil- 
lion to our national debt. That is what it is. 

Chairman Ramspeck. It is equivalent to the national debt, in my 
opinion, 

Senator Ferauson. And we might also add the $9 billion deficit in 
the railroad retirement fund to the national debt. 

How much is our national debt? Do you know what our national 
debt would be if we add these kind of figures to it? 

Chairman Ramspeck. I do not know that, but I do know that this 
is just as much a debt against the Government as the Government 
bonds, because the law provides for these benefits to these people, 
and I do not think that Congress is going to be disposed to tell them 
hereafter that we have made a mistake and we are not going to pay 
them. 
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IMPACT ON NATIONAL DEBT 


Senator MaysBank. We try to arrive at the figure of the national 
debt in the hearings on the Treasury-Post Office bill. Senators 
Robertson took an active part in trying to add that up. The best 
figure we could arrive at, I understand, was that we had a national 
debt of $265 billion. If you add the debt on guaranteed mortgages 
and a whole lot of other things, that would run the national debt up 
to around $350 billion. 

Senator Fercuson. Another $100 billion. 

Senator Maypank. That would include the FHA obligations and 
all that. 

Senator Fercuson. There you have an obligation that somebody 
else is to pay. 

Senator MaysBank. But if they do not pay, we have to pay. 

Senator Rosertrson. The FHA is just $30 billion. 

The Veterans’ Administration is just $30 billion. 

Chairman Ramsreck. But you have some assets there. Here you 
do not have anything. 

Senator Ropertson. I would like Senator Maybank to hear the 
statement made by Mr. Keating about what all of these pension funds 
would total as a liability. Will you repeat that, please? 

Chairman Ramspsck. I stated that Mr. Keating of the National 
Association of Letter Carriers testified before the Senate Committee 
on Post Office and Civil Service before Senator Smathers’ subcom- 
mittee. He was attempting, as I understood it, to play down this 
deficit as not being so important or astonishing. 

He said that if you added the deficits of all of the retirement systems 
together the figure would run to between $250 billion and $300 billion. 

I do not know what he included in that figure and I do not know 
whether he is right or wrong. 

Senator MayBank. He said it would amount to how much? 

Chairman Ramspsck. To between $250 billion and $300 billion. 

Senator Maysank. And that would be in addition to the national 
debt of $265 billion? 

Chairman Ramsprck. Yes, outside of the public debt entirely. 

I wanted to emphasize by this statement that all of this money in 
the fund and $100 million more under the law already belongs to 
either present or past emplovees. There is not one dime in this fund 
today to pay the accrued liability for service rendered by present 
employees. 

Commissioner Perkins. And yet it is their money. 


FHA SITUATION 


Senator MayBpank. Maybe I made a mistake when I mentioned 
the FHA because in that instance not only are they not in the red, 
but they have a surplus. 

Iu addition to that the prope rty is security against their obligations. 
That property has gone up so since it was or iginally started back in 
President Roosevelt's administration that now it has far more value 
than anything they owe. 

Senator Robertson. Senator Byrd stated in New York yesterday 
that if we go forward at the presently contemplated rate of expendi- 
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ture and keep it up until 1954 the national debt then will be around 
$300 billion. 

Senator Frerauson. Yes. 

Chairman Ramspeck. If this thing keeps on growing like it has 
been running—— 

Senator MayBank. This retirement fund is a tangible thing, money 
owed to human beings who have given service to the Government of 
the United States, and under the laws of the United States when they 
reach a certain age and have a record of excellent performance in 
their jobs, they are entitled to some pensions and annuities. 

That is different from these other things. 

Chairman Ramspeck. Yes, sir. 

Senator Rospertson. Germany was the first nation, to my recol- 
lection, that established a pension system. They had a very elaborate 
one. We know how it paid off in the end. 

Senator Frercuson. I was going to say that they are not paying it 
off today. 

Senator Roperrson. Inflation just wiped out the whole obligation. 

Chairman Ramspreck. Well, we might wind up the same way. 

Senator MayBank. Oh, no. 

Chairman Ramspeck. I hope we will not. But I think we cer- 
tainly ought to have the money, gentlemen, to evaluate this fund so 
that we can know what we are doing with it. We have not done that 
since 1947. 

Senator Maynank. And that is your duty. You are the Chairman 
of the Civil Service Commission. 

Chairman Ramspeck. Yes, sir. We are the trustees of this fund. 


Senator Maynank. And that is your responsibility to these people. 


HOUSE ALLOWANCE FOR PENSIONS 


Senator Roserrson. I wish Mr. Ramspeck would tell us once 
more—if he has already done so, I don’t remember it —how much the 
House has actually allowed for paying pensions that will be due in this 
coming fiscal year. 

Chairman Ramsprcx. They allowed us $321 million which is not 
enough to meet the current payments. 

Here is what the situation is, Senator Robertson. The House 
allowed us $321 million. We estimate that the actual disbursements 
that we will make in the next fiscal year will be $321,907 ,000. 

Senator Ropertrson. And the difference then is how much? 

Chairman Ramspeck. The difference is $907,000. But heretofore 
Congress has been allowing, in addition to the actually estimated dis- 
bursements, the interest on the deficit, and they did not allow that this 
time. So that actually the deficit will increase in the next fiscal year. 

In other words, we will pay out more than the Government is 
appropriating. 

Senator Rospertson. Was that situation explained to the House 
committee? 

Chairman Ramsprck. Yes, sir; we attempted to explain it just as 
we are attempting now. 

Chairman Thomas of the House committee has never been favorable, 
so far as I know, to amortizing any of this debt. 
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Senator Rosertrson. But apparently he did not give you what the 
actual payment was going to be. 

Chairman Ramspreck. No, he did not, not quite. 

Senator Roperrson. What explanation did he make of that? That 
is a legal obligation. 

Chairman Ramspeck. The report says they did, but in that they 
are in error. 

Senator Rosperrson. That is the point I wanted to develop. 

Commissioner Perkins. And the interest, of course, has not been 
paid. 

Chairman Ramspeck. Senator Robertson, it would take $380 
million to cover the Government’s normal cost plus interest on the 
Government’s liability under the actuarial estimates in regard to this 
fund for next vear. 

Senator Roperrson. That means an increase of over the amount 
allowed by the House of what exact figure? 

Chairman Ramspeck. $59 million. 


GENERAL PROVISIONS 
\NNUAL LEAVE ACCUMULATION 


I would like also to comment on section 401 of H. R. 7072, which 
presumably was intended to climinate accumulations of unused leave 
by Government employees. I am opposed to this section of the bill, 
particularly since legislation has already been enacted to reduce the 
amount of annual leave that may be earned by Federal emplovees. 


RELATED CORRESPONDENCE 
(See also p. 410) 


Senator MayBpank. Without objection, I will insert into the record 
at this point a copy of a letter written by Chairman Ramspeck to 
Senator McKellar under date of April 25, 1952. 

The material referred to follows: ) 


Unirep States Civit Servic’ COMMISSION, 
Washington, D. C., April 25, 1852. 
Hon. KENNETH McKeELuLar, 
Chairman, Appropriations Committee, 
Untted States Senate. 


DAR Mr. CuairMan: I would like to call vour attention to section 401 of 
H. R. 7072, the independent offices appropriation bill for fiscal 1953, as reported 
out March 14. Section 401 reads: 

“Hereafter no part of the funds of, or available for expenditure by any cor- 
poration or agency included in this or any other act, including the government of 
the District of Columbia, shall be available to pay for annual leave accumulated 
by any civilian officer or employee during any calendar year and unused at the 
close of business on June 30 of the succeeding calendar vear: Provided, That the 
head of any such corporation or agency shall afford an opportunity for officers or 
employees to use the annual leave accumulated under this section prior to June 
30 of such succeeding calendar vear: Provided further, That this section shall not 
apply to officers and employces whose post of duty is outside the continental! 
United States: Provided further, That this section shall not apply with respect to 
the payment of compensation for accumulated annual leave in the case of officers 
or employees who leave their civilian positions for the purpose of entering upor 
active military or naval service in the Armed Forces of the United States.” 

Except for being phrased as permanent legislation instead of being confined to 
one fiscal year, this section is identical with a leave rider in 1951 and 1952 appro 
priation acts. At the time those provisions were enacted, Federal emplovees in 
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general were entitled to 26 days of annual leave a year, cumulative if unused 
up to 60 days. 

The proposed section is inconsistent with recent action of the Congress. When 
the Annual and Sick Leave Act of 1951 was enacted October 30, 1951, reducing 
the annual leave of most emplovees, the leave rider similar to the section 401 
quoted above was repealed. The appropriate committees and the Congress as a 
whole gave consideration at that time to the leave question and, while reducing 
the annual leave of most employees to 20 days or 13 days, restored the right of 
accumulation of unused leave. 

The proposed reenactment of the repealed provision would have certain serious 
effects from the standpoint of both the Government agencies and their employees, 
and I urge that these be given serious consideration. 

New employees now receive only 13 days’ leave a vear. Some part of this 
must be used for absences other than vacation, the reports on the 1951 Leave 
Act indicating that it was expected about 2 weeks could be used for vacation. 
Kmployees who are brought from distant parts of the country usually cannot 
afford to return home for the brief time that would be left to them out of 2 weeks 
after travel time is subtracted. They should be permitted to save their vacation 
time for 2 vears in order to have sufficient time for a vacation at home. 

From the viewpoint of the agency, it is often not convenient to permit the use 
of annual leave at a particular time. If appropriations are reduced and agencies 
are obliged to drop some employees, it will be necessary to keep remaining em- 
ployees on the job for some time to prevent backlogs of work from becoming 
greater. If section 401 is enacted, the result in such eases as this will be the loss 
of their earned leave. While the section states that agéncies shall afford employees 
an opportunity to use their leave, that will not always be possible if necessary 
work is to be done; and no recompense is provided for the emplovee if he is not 
given the opportunity. 

For those employees who are dismissed in reduction-in-forece, no unemployment 
compensation insurance has yet been provided. Until such insurance, similar to 
that required by Federal law for private employees, is provided for Federal 
workers, the only protection against the hardships of unemployment which they 
can rely on is whatever amount of annual leave they are able to save. Tam firmly 
of the belief that no action should be taken reducing or eliminating the accumu- 
lation of unused annual leave until some measure of unemployment insurance is 
provided. 

(side from the objections to curtailing accumulation of annual leave at this 
time, the proposed section 401 is ambiguous in two respects. 

1. If the Independent Offices Appropriation Act should be enacted before 
June 30, the section would apparently apply to the annual leave which was 
earned in the calendar vear 1951 and which is still unused at the close of business 
June 30, 1952. I doubt that this is actually intended, since it would appear 
unreasonable to require the use of a substantial amount of leave by many em- 
plovees in the last quarter of the fiscal vear. If the section is kept this point 
should be clarified. 

2. The question has been raised in several quarters whether the language as 
now written would not affect present accumulations which were earned in past 
years. ‘The phrase ‘‘annual leave accumulated by any civilian officer or emplovee 
during any calendar vear’’ has given rise to this doubt. I am certain that it 
could not be intended to require the immediate use of all existing accumulations, 
since that would mean either seriously crippling many agencies for a substantial 
period or else effecting a forfeiture of leave which employees were not only per- 
mitted but in many cases induced to keep unused during the past war and emer- 
geney periods. If section 401 is not to be deleted, I believe that this point also 
should be clarified. 

I recommend that section 401 be deleted from the bill, and if further amend- 
ments to the leave law are to b> considered, that the subject be explored by the 
Post Office and Civil Service Committees which are the appropriate committees 
to consider such legislation. 

Sincerely vours, 
{OBERT RamsPeck, Chairman. 


LEAVE ACCUMULATION COST 


Chairman Ramspreck. Perhaps equally important is the fact that 
Government employees do not at the present time have any protection 
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such as severance pay in the event of separation from the Federal 
payroll. 

Further, as we are all aware, the language as stated in the House 
bill is subject to different interpretations as to its meaning and intent. 

It is my opinion that this is a matter that should be handled through 
legislation rather than through appropriation language. For these 
reasons, it is my earnest recommendation that this section be stricken 
from the appropriation bill. 

Senator Ropertson. Now, the President wrote us a letter this 
morning on that same subject. (See p. 410.) The letter stated that 
we had passed late last summer or early last fall a bill revising leave 
and that that was a fair way of handling it. 

The letter said, in effect, that the action of the House went square 
back on that agreement with the Federal workers. 

We had the issue raised by another agency this morning. It affects 
all of the agencies. If we take that amendment out for one agency, 
we ought to do it for all. 

Can you give us an estimate of what that will cost? 

Senator Ferauson. What will it cost if we permit the accumulation 
of leave? 

(See p. 520.) 

Senator Rosertson. I mean to take out this House amendment 
and permit the accumulation of leave for everybody. 

Senator MaysBank. Let me understand this. You are saying that 
we would take out the ban against the accumulation of leave for all 
agencies. 

Senator Rospertson. The President said that the amendment went 
square back against the Federal employees. 

Senator Mayspank. We had the issue before us last year, and we 
changed the leave provisions on account of the Post Office employees 
and others. Actually we did not do it. The House Post Office 
Committee initiated the legislation. They adopted the Douglas 
rider reducing the leave. 

Rather I accepted the rider on the floor because I thought it should 
become legislation. 

Senator Ronertson. The House had passed the bill on that annual- 
leave business. 

Senator MaysBank. That reduced the leave for a great many people 
in the Government. 

Senator Ropertson. It made it a little fairer for the postal workers, 
but what was finally adopted was on the whole a little less than what 
the House had passed. 

Then the House and the Senate passed salary increases for a number 
of workers, and now the House is making them absorb the wage 
increases. 

PRESENT LEAVE-ACCUMULATION LIMIT 


Senator Ferauson. What does the President’s letter do? How 
much leave is it possible to accumulate now? 

Chairman Ramsprck. The present law without this rider allows 
the accumulation of up to 60 days, Senator. That is the limit. 
When an employee leaves the service, if he has any leave that is 
unused but not exceeding 60 days, he gets paid for that. 

Senator Fercuson. That would be about 12 weeks? 
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Commissioner Perkins. But it is an accumulation over 2 years or 
more. 

Senator Mayspank. The President recommended that the basic 
regulation be carried out. That was the substance of the letter that 
he sent to me, and which I read here this morning. 

Senator Ferauson. Mr. Chairman, my idea is that leave has a real 
purpose. 

Senator Maypank. I understand that. 

Senator Frrcuson. Leave is supposed to be given in the year in 
which you have it coming. It is a question of health and morale in 
your agency. 

Senator MayBank. It gets back to the grass roots. 

Senator Frerauson. Yes. It is one thing when people take leave 
when they are entitled to it. 

If you are going to allow the accumulation of leave, then it is 
possible for deals to be made between a supervisor and an employee 
who will say, “I want to accumulate my leave.’ 

Senator Rosertson. There is another theory there. That is that 
some workers will take big cuts in compensation when they retire, 
and they want to take a few months to readjust their standard of 
living. If they get a few months’ pay coming to them, it makes the 
transition a little less painful. 

Commissioner Perkins. They rarely accumulate as much as 12 
weeks, Senator, although they may because, remember, they take 
annual leave every time they go to a funeral, every time they have 
personal business to attend to. They then take 1 or 2 days of annual 
leave or whatever is necessary. 

Senator Ferauson. Yes, but we are liberal in our annual leave. 

Commissioner Perkins. Yes, and rightly, I think. 

As a matter of fact, your suggestion that they should take the leave 
for health and recreational values during the year in which they 
accumulate it, is a good health doctrine, but it is not always possible. 

Frequently in the busy agencies people are asked not to take their 
leave. 

For example, if they have a new piece of legislation that must get 
under way, the employees will be asked, ““Will you postpone your 
vacation?” and they do. 

Senator Ferauson. Miss Perkins, vou allow this leave to become 
accumulated, then you allow people to take it in the next year when 
it is accumulated. So then you have to have more employees stand- 
ing by in order to fill in. You are paying not only for the leave but 
are paying for more employees. 

Senator MaysBank. I know in connection with the Rent Control 
Administration, the employees thought -they were going to be dis- 
missed, nobody took any leave in order that they might have some- 
thing at the end to perhaps look around for another job, 

Senator Torr. That was their unemployment compensation. 

Senator Maysank. Yes. I do not know the answer. It should 
be basic legislation. 

Senator Roperrson. I understand Chairman Ramspeck is going 
to give us an estimate on the cost, what the total will amount to for 
all these agencies. If vou put it in one, you will have to put it in all, 

Commissioner Perkins. The cost is very slight. Actually, the 
agencies do not take on extra people when their regular employees are 
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on vacation except in the case of production workers, in the navy 
yards. 

Chairman Ramspeck. I shall be glad to furnish any information 
we can. 

(The information referred to appears on p. 520.) 

Senator MaysBank. How much is it going to cost? 

Chairman Ramspreck. The House committee claimed that it would 
save some money. I do not think it will because 1 think this leave 
is going to be paid om eventually. 

Senator Maypank. That is the law. 

Chairman Ramspeck. What will result if the House provision stays 
in is that vou will find at the end of each fiscal vear some of the units 
in your agency will be shut down practically. People will take this 
leave before they lose it. 

Senator Maypank. On the other hand, in some of the naval in- 
stallations, Air Force and Army installations, the people will find 
that they have lost their jobs completely if it is carried out. 


REASON FOR LEAVE ACCUMULATION 


Senator Fercuson. Then that means that they have had poor 
management. The management should see that a person gets his 
leave. 

Senator Mayspank. When they have a rush job they do not want 
them to take leave. 

Commissioner Perkins. The amount of annual leave taken in 
December 1951 was very surprising when the order came out that 
they had to take all there was coming to them. I know of people 
who had no place to go and nothing to do, and they took their leave. 
They took their leave then because “they thought they had to take it. 
If they could have waited until spring, they might have gone home to 
help with the farming. 

There was a great ‘deal of unnecessary laying off. 

Senator Fiercuson. Do you know whether industry allows the 
accumulation of leave? 

Chairman Ramsprck. I do not think they do, Senator. You said 
awhile ago we were more generous than they are. I think the ten- 
dency in industry has been to increase the amount of leave in recent 
years. 

Senator Fercuson. Do they allow the accumulation? I think 
once vou allow the accumulation, you say in effect, ‘Well, leave is 
not one of the essentials that we thought it was.’ 

Chairman Ramsreck. | do not think they do, Senator. 

I should like to point this out to you. The Commission recom- 
mended to the Legislative Committee when this present legislation was 
considered last year that when unemployment compensation is pro- 
vided for the Federal employees, the accumulation of leave be elimi- 
nated. I think that is sound, myself. But, at the present time, a 
Federal employee who is separated has no unemployment compensa- 
tion. This 60-day accumulation is used by many of them for that 
purpose. 

TERMINAL LEAVE 


Senator Frrcuson. I know in these agencies that were closed down 
after the war it cost millions of dollars. We found that there was 
terminal leave. 
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Commissioner Perkins. In private industry, they do not have a 
law governing this. In almost every private industry, they have an 
informal system of excused absences. So the people do not take 
days off as their annual leave. On an excused absence, the employee 
gets paid for that day. 

Senator Mayank. Out of 365 days in the year, vou get 104 days 
leave, Saturdays and Sundays, plus your sick leave. 

Commissioner PERKINS. Plus your 26 days’ leave. 

It is the same thing in industry. 

Commissioner Mircue yi. Of course, the 26 days’ leave is given 
only to those who have had 15 or more years of service. 

Commissioner Perkins. In some private industry, they do allow 
them to accumulate their leave. In Government employment, the 
accumulation of annual leave has been a great help in the case of 
sickness. In case of serious sickness requiring more than the allowed 
sick leave, the employee takes his annual leave. It takes a consider- 
able period in case of serious illness before he is off the payroll. 

The same thing happens in many industries. They carry a man 
for a considerable period of time on the basis of his individual need 
and worth. 

LEGISLATION IN APPROPRIATION BILL 


Senator Maypank. I want to get back to what the chairman sug- 
gested. This is a matter of basic legislation. I do not agree with the 
present leave law. You can not argue that in an appropriation bill. 

I was in the public-works program at the same time I] was mayor 
of Charleston. People had all these benefits from the Government 
that they never had from the city; I could see the difference. 


SICK LEAVE 


l am not suggesting that sick leave is not necessary for a lot of 
people, but a lot of people do take advantage of sick leave and a lot 
of people do not. Honest people will not take it. 

Commissioner Perkins. A lot of people never draw any sick leave. 

Senator MayBank. Of course, they do not. 

Commissioner Mrrcueuu. I think one point should be added. As 
we know, the Federal employees did have their leave reduced a year 
ago. 

Senator MayBaNnk. I am not against the Federal employee; do not 
misunderstand me. 

Commissioner Mircue tu. If we come along now and say that 
you have no unemployment compensation, you have no severance pay, 
your leave has been reduced, and in addition we are now going to cut 
off all accumulations of leave, the blow to the morale of the Federal 
worker would be very serious. 

Senator MAyBANK. I am not in favor of the House amendment, 
and I did not suggest I was, but I think we ought to find out what 
basic legislation is needed. We told the Rent Control people that 
when they all had leave accumulated. In some of those instances, 
they had really accumulated it up for unemployment compensation, 
believing the Agency was going to be eliminated. 

Senator Hiv, What are the present annual-leave provisions? 
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Mr. Witu1ams. Thirteen days for employees with less than 3 years 
of Federal service; 20 days for employees with a period of service 
from 3 to 15 years; for 15 or more years of service employees are 
entitled to 26 days leave a year. 

Commissioner Mircue.y. That means that the long-time career 
worker does have longer leave and that is the pattern that is develop- 
ing in private industry. They give more leave to their senior workers 

Chairman Ramsprck. Prior to that, they all had 26 days except 
the Post Office employees. 

(The following information was supplied :) 


STATEMENT REGARDING ANNUAL LEAVE ACCUMULATIONS 


At the request of the committee, the Commission has considered the question 
of what the cost would be to permit the accumulation of unused animal leave. It 
is our opinion that there is no appreciable difference in costs to the Government 
whether leave is accumulated or whether employees are required to take annual 
leave as earned. For example, if employees are required to take all leave as 
earned it requires more total emplovees to complete the work programed by agen- 
cies. On the other hand, if employees accumulate unused leave such leave is 
taken in subsequent years or employees are paid for leave to their credit, whex 
they resign from Federal service. In either event the cost is relatively the same. 

In this connection we have reviewed the testimony on the floor of the House 
of Representatives, March 21, 1952, with regard to section 401 of H. R. 7072, 
which is intended to restrict accumulations of unused annual leave and are unable 
to find a basis for the estimated savings of $125,000,000 claimed for the rider. 
Under some circumstances, forced leave could result in additional costs, particu- 
larly in production jobs where employees are required to take annual leave and 
are then required to work overtime to meet workload and production schedules, 


RATIO LIMITATION ON PERSONNEL EMPLOYEES 


Mr. Chairman, I have one final matter I would like to discuss. 
Section 108 of the Independent Offices appropriation bill provides for 
a ratio of persons engaged in personnel work to total agency employ- 
ment of 1 to 135. Within the definition of persons considered to be 
engaged in personnel work are members serving on committees of 
expert examiners and boards of civil service examiners. When the 
Commission was before the House subcommittee we recommended 
that persons serving on such committees and boards be excluded from 
the definition for the reason that while members of civil service boards 
are agency employees, the work they do while acting as board members 
is for all intents and purposes Commission work, performed under our 
direct supervision and carried out in exactly the same fashion as in 
the Commission’s own offices. Requiring the agencies to count such 
people within their own personnel ratios works serious harm upon our 
board program. Agencies have complained to us that they are un- 
able adequately to carry out the operations of their board programs 
because their board members must be included under the limitation. 
The fact that this section proposes an extension of the limitation from 
the current ratio of 1 to 115, to 1 to 135, will further aggravate an 
already serious situation with regard to the necessary staffing of our 
boards of examiners. We therefore urge that the restriction as it 
applies to members of boards of examiners be removed. 

These matters conclude my formal statement. Commissioners 
Perkins and Mitchell are here, as well as Mr. Moyer, our executive 
director, and Mr. Williams, our budget officer. They have all 
collaborated in the preparation of this budget and we believe it repre- 
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sents a sound approach to the strengthening of the civil-service merit 
system and of the retirement fund. We urge your assistance and 
action in modifying the reduction made by the House. 

I would like to interpolate one thought there that is not expressed 
in the written statement, that I think sometimes may be overlooked. 

The Commission is different, in my opinion, from other Federal 
agencies in that the work we have to do we cannot control. In 
other words, we cannot set up a program and say this is what we are 
going to do, and carry it out, because what we have to do depends 
on the money Congress gives the agencies, how many employee 
separations they have, who will have to be replaced, and what ex- 
pansion they are permitted. All of our work is tied to the operating 
agencies of the Government. 

“Senator Ropertson. And nearly everything now is under the Civil 
Service. 

Chairman Ramspeck. That is right. 

Senator Ropertson. And you have to set up the eligible list. 

Chairman Ramspsck. That is right. 

What happens, Senators, is this: that if we do not get a sufficient 
amount of money to be able to set up these eligible lists, then we 
cannot deny the. agency the right to go out and recruit directly. 
That is where agencies may get into situations where they do not 
observe the veterans-preferenc e law and where you get personal 
patronage involved, also, sometimes people get on the job before 
their qualifications have been investigated, which sometimes causes 
trouble. 

COMMUNICATION ON PERSONNEL STAFF RATIOS 


Senator Maysank. At this point, I am going to ask unanimous 
consent to have printed in the record a letter from Senator McKellar 
on this matter. 

(The letter referred to follows:) 


APRIL 23, 1952, 
Hon. Frep A. SEATON, 
United States Senate, 
Washington, D. C. 


Dear SENATOR Svaton: Your letter of the 22d enclosing a letter from Mrs, 
Irene Glandt of Omaha, Nebr., concerning appropriations for the Civil Service 
Commission received and noted. 

I will lay this before the committee at once. It will give me pleasure to do se, 

With kindest regards, I am 

Very sincerely yours, 
KENNETH McKE.LLaR, 


Unrrep States SENATE, 
CoMMITTEE ON Post OFrrice AND CrviL SERVICE, 
April 22, 1952, 
Hon. Kenneth McKEeE tar, 
Chairman, Senate Appropriations Committee, 
Washington, D. C. 


Dear Senator McKetuar: Enclosed is a letter referring to the personnel staff 
ratios in the various executive agencies, addressed to me by Mrs. Irene Glandt of 
Omaha, Nebr. Mrs. Glandt is engaged in personnel work and has urged that 
consideration be given to the problems as outlined in her letter. 

Chairman Johnston of our Civil Service Committee tells me that these ratios 
are a subject which has been handled by the Appropriations Committee and has 
not been developed by the Civil Service Committee. JI am, therefore, referring 
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Mrs. Glandt’s letter to you for such action as might be appropriate and would 
appreciate the consideration of your committee to its contents. 
Sincerely yours, 
Frep A, SEATON. 


OmaHa, NEBR., April 2, 1952. 
Hon. FRED Ska‘ron, 
United States Senate. Washington, D. GC. 


Dear MR. Sexron: Forwarded herewith is a copy of a letter L have written to 
the secretary-treasurer of the Federal employee group of which I am a member. 

The letter is self-explanatory and covers a matter which I feel should be brought 
to your attention, since vou are serving on the Civil Service Committee of the 
Senate. 

The “national” referred to in the letter is the national headquarters of the 
National Federation of Federal Employees in Washington, D. C., of which Mr. 
Luther Steward is president. 

The subjects covered in the enclosed letter are considered to be most timely. I 
sincerely hope that your position will enable you to bring this problem to the 
attention of those who can do something about it. The personnel staffing ratio 
is regarded as a good thing, basically. However, it does not appear to be elastic 
enough to prevent injustices and inequities in its application. 

I would be happy to answer any further questions vou may have regarding 
these problems. 

Sincerely yours, 
IRENE M. GLANprt. 


OmanHa, NERR. 
Mr. FirzGERALp, 
Secretary- Treasurer, Local No. 20, 
National Federation of Federal Employees. 

Dear Mr. Firzceratp: I am enclosing check for my dues along with my book 
which vou can bring up to date for me if you will. 

Also, I would like to ask that, if possible, you write a letter to the national 
asking that some immediate action be taken on the resolution (1 forget the 
number) which I prepared and our local submitted at the last convention. This 
resolution dealt with the proposal to exempt boards of civil-service examiners in 
agencies from the agency personnel staffing ratio. I feel strongly that the na- 
tional should take action to present this matter to the Committee on Post Office 
and Civil Service or Bureau of the Budget, whichever is appropriate, now that 
budgets are being considered again. 

The Civil Service Commission is delegating more and more examining authori- 
ties to ageney boards of examiners in the name of Executive Order 10180. The 
consensus of opinions of establishments and their boards in this area (and every- 
where else, I’m sure) is that the understaffed Boards are being forced to do more 
and more of the Commission’s examining job at the expense of personnel positions. 
In other words, Boards are having to take on more work and responsibility, 
requiring more employees. The agencies are allowed to have a certain number 
of employees on the personnel staff (based on the number of employees serviced) 
to do the over-all personnel job (administration-classification and wage, place- 
ment, training, employee relations, ete.). Most field agencies are reluctant to 
add more people to the boards and cut their personne! staffs in so doing. As a 
result, the boards are caught in the squeeze play—the Commission giving them 
more work to do and the agencies not giving the boards any more employees to 
do the work. The agencies are still pretty much of the opinion that the examin- 
ing job is the responsibility of the Commission; and that if the Government feels 
that agencies should do this part of the Commission’s work, provisions should be 
made for sufficient staffing through some more equitable means than robbing the 
personnel office of its positions. 

I notice in NFFE Bulletin No. 14 that Mr. Steward is urging Senator McKellar 
to restore the Commission’s appropriation in the amount asked for in the annual 
budget message, stating that the ‘‘Commission has undertaken a decentralization 
of many of its functions which are now carried on at installation level by the var- 
ious departments and agencies and through the Commission’s field offlces.”’ I 
sincerely hope that he will take up the ball on the side of boards, now, and see that 
they get enough support to do the job the Commission has ‘‘decentralized”’ to 
them. It seems to me that if agencies are willing to pay the emplovees who per- 
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form board work, the least the legislative bodies can do is ease the pressure on the 
personnel staff so that it may not be quite so hemstrung in performing its multi- 
tude of tasks so necessary to a sound personnel program. 

Another thing that puzzles me from the economic standpoint is the fact that the 
Commission is now pressuring agency boards to announce and ‘¢onduct their own 
steno, typist, and clerk examinations. As a result, we will have not only duplica- 
tion, but “‘multiplication.”” We consider this to be a most wasteful and impractical 
endeavor. In the past, applicants could take one examination for either of these 
x0sitions and, if eligible, could receive consideration for appointment at any 
‘ederal agency in the area in which the applicant desires to work. Under the new 
system, applicants would find it necessary to compete in several exams to get full 
consideration from the major agencies in a concentrated area. I thought all 
Federal agencies were supposed to follow time and money-saving procedures, but 
this certainly isn’t one. I do feel that boards should be allowed to request 
authority to announce examinations when it serves the best imterests of the 
Government and the public to issue an agency sinha. In fact, we have 
had some good examples of this in our civil-service region—the Internal Revenue 
Board in Minnesota announced a re gion- wide exam for internal-revenue agent 
positions, which appears to be proper, since no other ageney would have occasion 
to fill positions from those registers. Also, some agencies in isolated areas have 
found it desirable to administer their own steno, typist, and clerk exams. How- 
ever, in a concentrated area containing several large agencies of the Government, 
it is highly impractical for each agency to grind out its own exams for positions 
which are common to all agencies, and especially when centralized examining 
procedures produce adequate registers of eligibles. Such a procedure can only 
result in unnecessary expenditures of funds and confusion of applicants with subse- 
quent losses of interested potential employees. So you see ‘‘decentralization”’ 
ean be carried far too far with "infavorable results. 

I noted that in the President’s budget message to Congress in January he said 
something about ‘“‘centralized recruiting in large employment centers to avoid 
duplication of recruiting efforts.”’ This makes sense, but I wonder what, if any- 
thing, will be done about it. 

As you know, Mr. Fitzgerald, this problem of the personnel staffing ratio has 
been a very real one to me for several vears. I am engaged in operating a civil- 
service board and am right in the middle of the squeeze play, but I am also vitally 
interested in my ageney’s operating problems with regard to personnel functions. 
I have handled one of those busy placement desks, and, believe me, “it ain’t 
easy.’ I wish that some of our topside administrators would come out to the 
field sometime and open their eves good and wide to the problems which confront 
the operating people (those who do the ‘‘pick and shovel work’’) 

It is hoped that something constructive can be done on the problems I have 
presented here. I wrote the national office myself on the same thing 2 vears ago 
with the reply (through vou) that nothing could be done sinee boards and com- 
mittees of expert examiners were included in the appropriation for personnel 
staffing. I hope that I am getting this in early enough this time, and that thes 
will dig up that resolution and dust it off. 

Sincerely yours, 
(Mrs.) [RENE M. Guanpv. 


P. 8.—I'm sending a copy of this to our new Senator Seaton. 
AGE LIMIT 


Senator Maybank. Before you leave, | would like to ask vou to 
comment on this House report, page 7, in which they say: 


During hearings on the bill it was disclosed that an age limit of 62 years is 
established for most examination announcements for employment in the Federal 
civil service, and that persons over that aze are not permitted to file applications 
for examination. The committee is of the opinion that it should be the policy 
of the Federal Government to make many jobs available to our senior citizens 
regardless of age. To this end the committee has inserted in the bill a provision 
requiring that the Civil Service Commission shall not impose a maximum age 
restriction except for those positions where it finds such restrictions are essential. 


There has been much talk about a lot of older people who want to 
work, who apparently cannot get work. 
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Chairman Ramspeck. In many cases, Mr. Chairman, the Commis- 
sion has raised the age limit or eliminated the age limit. Then again, 
there are some jobs where physical requirements are such that you 
have to have vounger people. 

I think the way that provision is worded there is no particular 
objection to it except that I think it should be legislation in a normal 
way, and there is a bill pending in the Congress that deals with that. 
It has been reported out of the Senate committee. 

Senator MaysBank. So it will not be objectionable to you? 

Chairman Ramspreckx. The way it is worded, no, sir, because it 
gives us enough leeway to operate. 

Commissioner Prrkins. The only reason that there is a 62-year 
limit on hiring is because of the fact that there is a compulsory retire- 
ment at 70, and that only leaves a brief period for contributions to 
the retirement system. They retire otherwise with such a small 
benefit that it is pitiful under those circumstances. That has been 
the reason why this practice has grown up. 

Senator MayBank. We appreciate vour presence. 

Thank you very much. 

Chairman Ramsprck. Thank you very much, Mr. Chairman. 


INLAND WATERWAYS CORPORATION 
LIMITATION ON ADMINISTRATIVE EXPENSES 


STATEMENTS OF SOUTH TRIMBLE, JR., CHAIRMAN, ADVISORY 
BOARD, AND JOHN P. DOLAN, OFFICE OF THE SECRETARY, 
DEPARTMENT OF COMMERCE 


RECOMMENDED ACTION ON HOUSE CUT 


Senator Maypank. We will next take up Inland Waterways 
Corporation. 

I will ask that the letter from Secretary Sawyer, dated March 26, 
1952, be placed in the record. 

(The letter referred to follows:) 

THE SECRETARY OF COMMERCE, 
Washington, March 26, 1952. 
Hon. Burnet R. MayBanx, 
Chairman, Subcommittee in Charge of the Independent Offices Bill, 1958, 
United States Senate, Washington 25, D.C. 

My Dear Senator MayBaNnk: Reference is made to your letter of March 18 
and the reply of March 24 by Assistant Secretary T. W. 8. Davis, relative to the 
independent offices appropriations bill for 1953, as reported to the House. The 
items for the Inland Waterways Corporation and the maritime activities of the 
Department of Commerce are those to which I wish to make special reference. 

The authorization requested by the President for the Inland Waterways 
Corporation represents, in my opinion, the minimum necessary for efficient and 
economical operation. The reductions recommended by the House committee, 
over and above the voluntary reductions effected by the Corporation since 1946, 
will seriously impair operation of a common carrier water service to shippers and 
consignees in the Mississippi Valley and adjacent areas. 

The Federal Maritime Board and Maritime Administration have been con- 
stantly striving to discharge with greater efficiency and effectiveness the responsi- 
bilities formerly vested in the Maritime Commission. A thorough review has 
been made of personnel and the organization resulting in many shifts in personnel, 
new appointments to executive positions, and a rather complete reorganization. 
This review included the isolation of areas where activity had not been satisfactory 
and where work was not current; in other words, breaking out the backlogs, the 
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roadblocks, and concentrating on efforts in clearing them. Although excellent 
progress has been made in acting upon the recommendations of the General 
Accounting Office and the various committees of Congress, much remains to be 
done. 

The funds available for the current fiscal year do not permit of adequate 
staffing to clear up existing backlogs. Therefore, anv reductions below the 1952 
base not only will delay the clearing up of existing backlogs but will create new 
ones which will subject the Administration to further criticism. The staff has 
lone an outstanding job in the current national emergency, particularly in fur- 
nishing critically needed merchant shins for Korea, and in carrying grain to India 
and coal to Europe at a cost considerably less, in my opinion, than if the National 
Shipping Authority had been set up as an independent agency. 

Although this appeal is based on H. R. 7072 as reported to the House, this bill 
as passed by the House on March 21 imposes an additional burden—the Jensen 
amendment which permits the filling of only 1 of 4 vacancies. Operating under a 
similar but less severe amendment last year caused considerable difficulty and 
extra expense. It affected considerably employee morale and, as a result, efficiency 
and productivity suffered. The Jensen amendment last year was so worded that 
it ceased to be operative after the personnel had been reduced to a number not 
in excess of 90 percent of the total number provided for in the estimates. This 
year it is so worded that the 90-percent feature applies to the total number of 
employees provided in the amounts approved by the House. While the reduced 
appropriations would cause a serious breakdown of the Maritime Administration, 
the additional provisions of the Jensen amendment would have very disastrous 
effects. Considering the vast sums of Government funds invested in ships, facil- 
ities and stocks of the Maritime Administration, and in the interest of real—not 
false—economy, I urge that your committee give this appeal your most careful 
consideration. 

I am thoroughly convinced that the significant functions and the intricate 
problems of the Maritime Administration and the Inland Waterways Corporation 
are not comparable with other Government agencies which are subject to the 
same type of across-the-board general economy policy. Unlike other agencies, 
functions cannot be eliminated and operations deferred without seriously affecting 
all types of business enterprises. 

There are attached statements, in the form and of the character referred to in 
your letter, indicating necessary changes by page and line of the bill as reported. 
However, it is respectfully requested that representatives of the offices concerned 
be afforded an opportunity to present their case for elimination of, or exemption 
from, vacancy filling restrictions and limitations on passenger-carrying vehicles 
which were added to the bill in the nature of amendments from the floor of the 
House. 

In conclusion, I note the restriction in section 401 of the general provisions 
(lines 5 to 23, page 62 of the bill as reported). I respectfully urge elimination of 
this section by your subcommittee. Gencrally, it would appear that the House 
recognized the necessity for permitting leave accumulation by officers and em- 
ployees whose post of duty is outside the continental United States in order to 
permit vacations at home: I feel that similar considerations apply to departmental 
employees who come from far distances to work in Washington, as well as those 
employees assigned to overseas duty. It is also apparent that special considera- 
tion has been given those personnel who involuntarily leave the Government serv- 
ice to join the Armed Forces and yet no consideration is provided for emplovees 
separated involuntarily through reduction in force procedures. The provision 
for payment of accrued annual leave to these employees has always been considered 
a form of unemployment insurance to carry them until they can locate new 
employment. 

While it was stated on the floor of the House that this provision is not retro- 
active, I do not understand why such a statement was not included in the section. 
Should this section stand in its present form it would appear that immediately 
upon passage of this act, emplovees would be required to use up annual leave 
accrued prior to January 1, 1952, under penalty of forfeiting any such amounts 
unused on June 30. It would be patently impossible for emplovees to utilize all 
such leave in the limited time remaining, assuming that it were possible from an 
administrative standpoint to permit such extensive leave-taking. 

Sincerely vours, 
CHARLES SAWYER, 
Secretary of Commerce. 


Attachments. 
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INLAND WATERWAYS CORPORATION—ADMINISTRATIVE AUTHORIZATION 


(House bill, p. 60) 
Fstimate . $510, 000 
1952 act (including third supplemental bill for 1952) : 491, 200 
House allowance (a reduction of $42,670 in the estimate) 467, 330 


AMENDMENTS REQUESTED 


The Corporation requests the following amendments: 

I. Page 60, line 17, strike out ‘$467,330” and insert $510,000”, the estimate, 
or an increase of $42,670. 

II. Page 60, line 18, strike out “$9,560” and insert $14,330", the estimate, or 
an increase of $4,770. 

Ilf. Page 60, line 20, strike out ‘‘:’”’ and insert ‘“‘; and funds available for oper 
ating expenses shall be available for purchase (not to exceed two, for replacement 
only) and hire of passenger motor vehicles:” 

IV. Page 62, line 5, strike out ‘‘Section 401’. 

V. Amendment by Mr. Jensen on page 64 for new section; insert: “(j) to em 
plovees of the Inland Waterways Corporation :” 


JUSTIFICATION 


The authorization approved by the House represents a reduction of $42,670 
from the 1953 estimate. The original authorization for fiscal 19%2 was $481,200 
to which should be added the $10,000 authorized by the third supplemental ap- 
propriations bill for 1952 (H. R. 6947) for the retroactive portion of the pay in 
crease granted by the Pay Act of 1951 (Public Law 201) The House authoriza- 
tion is a reduction of $23,870 from the 1952 approval. While these reductions 
are small in comparison with others contained in the bill, they are extremely 
harmful in view of the changed operating conditions due to be encountered in 
fiscal 1953. 

It should be borne in mind that the Corporation is subject to the rules and regu 
lations of the Interstate Commerce Commission and follows the accounting sys 
tem prescribed by that body for all water carriers. Hence, there are many 
accounting functions and reports not to be found in the ordinary Government 
operation, in addition to the regular procedures and reports prescribed by the 
Department of Commerce, Bureau of the Budget, Congress, and other Govern- 
ment agencies. With the advent of the Government Corporation Control Act 
(Publie Law 248) in 1945, considerable effort was devoted to arriving at a defini- 
tion of administrative expenses which would facilitate effective, efficient, and 
economical review, analvsis and audit by the agencies engaged in reviewing the 
Corporation’s operations. The result of these studies is the language contained 
in appropriations bills for the past several vears, i. e., using the general expenses 
of the Interstate Commerce Commission Uniform Svstem of Accounts as the 
basis of our administrative expenses. However, there are items included in these 
expenses which, in the ordinary definition of administrative expenses, might be 
considered operating expense, for example, legal fees and expenses in connection 
with rate matters before State and Federal regulatory bodies. Such items are 
included at the present time as administrative expense. 

I. Exhibit A shows the rapid strides made toward more efficient and economical 
operations since fiscal 1946. Personnel requirements in the administrative area 
have decreased from 158 in 1946 to 92 in fiscal 1951. A further reduction to 87 
was anticipated in fiscal 1953. This represents a reduction of 45 percent, which 
we feel is the maximum possible and yet do the job required in the operation of 
an over-all common carrier water service. Approximately one-fourth of the 
administrative staff are engated in the billing, collection, revision, and review of 
transportation charges, including interline settlements with railroad, truck and 
other water carriers, and have nothing to do with the regular administrative 
functions. 

The cost of the pay increases granted under Public Law 201, for administrative 
employees, totaled $33,020. In fiscal 1952 and 1958, the Corporation absorbed 
$23,020 of this increase because of the reduction of five positions as noted above 
However, in other areas we were not so fortunate. Rent increases are due in 1952 
and 1953 for administrative quarters at New Orleans and St. Louis. The Corpo- 
ration has been operating under long-term leases at rentals far below the commer- 
cial rates in both cities. The lease at St. Louis expired March 1, 1952, and at 
New Orleans, September 30, 1952. The increase at St. Louis is $1,784, and at 
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New Orleans, $9,948. While the question of cheaper space at New Orleans has 
been explored, the reduction in rent to be achieved by moving to other space would 
be more than offset by moving and alteration expenses. Other contractual 
services were decreased approximately $7,000 in 1953 estimate due to the favorable 
decision of the United States Supreme Court on ICC Docket 26712—the Joint 
Barge-Rail Rate case. Since the estimates were prepared, the railroads have 
reopened the case with the Interstate Commerce Commission, thus necessitating 
active participation on the part of the Corporation, as well as other interested 
water carriers. Additional expenses totaling $5,800 are estimated for this work. 
Il. In reviewing the travel estimates contained in the budget, consideration 
must be given to the large amount of territory served by the Corporation— from 
Birmingham and Mobile, Ala., to the Mississippi River system as far north as 
the Twin Cities, Omaha and Chicago. Travel to and from Washington, D. C 
is @ very minor item in the travel expense and is limited to meetings of the 
Advisory Board (appreximately one per year) and appearances before the Bureau 
of the Budget, congressional committees, and the Interstate Commerce Com- 


mission. An increase of approximately $1,700 over fiscal 1951 was requested 
because of the increasing number of audits to be performed. Compliance with 
the Davis-Bacon Act as to minimum wages must be continually checked. All 


construction and repair contracts, regardless of size, now contain escalator clauses 
on labor and materials and must be audited prior to final settlement. Contracts 
with terminal handling companies are audited for compliance and. cost date. 
Additional work is anticipated in connection with the renegotiation of contracts. 
An example of the savings accruing to the Government from this work wes the 
recent reduction of a contractor’s invoice for increased labor costs under en 
escalator provision. A reduciion of at least $1,500 will result, which is apy roxi- 
mately $200 below the increase requested and further savings are certein in the 
future. With the recommended cut, these audits would have to be drestically 
curtailed or reduced to a spot-check basis, thereby limiting the possibilities of 
recovery or detection of violations. 

Operations at 21 terminals in the erea served by the Corporation necessitates 
travel in order to assure efficient and economical operation and the proper main- 
tenance of our property. Wage surveys, to determine local conditions and 
prevailing wages, are becoming more frequent due to the world situation with the 
resultant increase in travel to at least four cities served by the Corporation. 

The reduction approved by the House would seriously affect operations in 1953, 
since the entire reduction would have to be applied to personal services and travel. 
Assuming the recommended reduction in travel expenses, personal services would 
have to be cut approximately $38,000. Based on the average salary for 1953 of 
$4,233, this would result in the elimination of approximately nine pesitions. 
Assuming passage of the independent offices appropriations bill for 1953 after 
May 31, 1952, and taking into consideration an average leave accumulation of 56 
days in the administrative area, an additional reduction would be necessary. This 
additional reduction would approximate $8,190 or two employees. It can readily 
be seen that a further reduction of eleven positions, in addition to those effected 
over the last several years, would completely disrupt an organization already 
carrying on additional programs with a limited staff. 

It should be noted that the authorization does not involve the appropriation 
of additional funds. The limitation on the authorization will, in our judgment 
mean financial loss to the Government rather than savings. If an already modest 
administrative cost is reduced without proper regard to the large operation con- 
ducted, the efficiency of the operating functions and responsibility will be impaired. 
Every saving possible is being achieved by officials of the Corporation in order 
to provide additional capital for the replacement of deteriorated and obsolete 
equipment. 

Ill. The language requested for inclusion heretofore stems from the criticism 
of the General Accounting Office in the annual audit reports for fiscal 1950 and 
1951 on the purchase of automotive equipment by the Corporation. The question 
was raised due to the lack of a published schedule in the budget and/or lack of 
enabling language. The Corporation has always submitted these schedules and 
does not know why they were not published. However, the contemplated pur- 
chases of automotive equipment has always been included under the item “‘Capital 
replacement program,’ statement A of the budget. The suggested language has 
been approved by the Bureau of the Budget, but was submitted to the House com- 
mittee too late for consideration in the present bill. 

IV. The Corporation recommends that section 401 be deleted. The inclusion 
of this language would be discriminatory against administrative and shore employ- 
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ees of the Corporation. Vessel employees are granted leave on the basis of leave 
allowances prevailing in the river transportation industry (p. 61, lines 6 to 10, 
inclusive). Further, it is believed that the language contained in this section 
would be interpreted to include annua) leave accumulated by employees over a 
period of years to the maximum permissible by law. If the preceding interpreta- 
tion is correct, again it discriminates against the administrative and shore employ- 
ees. With the high average leave accumulation (56 days) in the administrative 
area and the fact that 80 percent of these employees earn 20 or more days an- 
nually very little additional work time resulted from the revised leave system. In 
the event your committee is in agreement with the present language of section 401, 
we would appreciate your favorable consideration of an exception for the Inland 
Waterways Corporation in order to prevent discrimination between various classes 
of emplovees within the agency. 

V. While the bill reported to the House does not contain the Jensen amend- 
ment, it was approved by the House and will be included as section 405 in the 
revised bill, forwarded to the Senate. 

Public Law 254 provides an exemption to section 605 (Jensen amendment), 
Independent Offices Appropriation Act, 1952, for operating personnel of the 
Corporation but not administrative personnel. We again refer to the reductions 
in*previous years, as shown on exhibit A, attached, which reveals the progress 
made voluntarily by the Corporation. ‘The application of the amendment in 
fiscal 1952 has materially disrupted administrative operations. Cost accounting 
work, which was temporarily curtailed in 1950 because of the pressure of building 
up retirement and service records, was scheduled to be resumed in 1952. Because 
of this restriction, we were unable to reestablish the necessary cost procedures, 
records and reports which are so effective as a management tool in efficient and 
economical business operations. Continued application of this restriction would 
not only magnify the present situation, but would cause extreme hardships in the 
operating areas. Assuming the presently indicated reduction on page 4, the 
Jensen amendment could further reduce personal services bv nine positions. 

It is becoming increasingly difficult to maintain employee morale in view of 
the numerous restrictions imposed, rumors of sale and/or liquidation and more 
attractive employment offers from other Government agencies and commercial 
enterprises. As explained above in the justification, the net result of the proposed 
reduction and the employment restriction would be a reduction from 87 to 67. 
The reduction of 20 positions at this time, in addition to our voluntary reductions 
in the past several years, would impair the efficiencv of the organization and 
possibly result in financial loss to the Government instead of the savings originally 
intended. Your favorable consideration of the changes requested will be greatly 
appreciated. 


Inland Waterways Corporation—summary of personal services, administrative 
(fiscal years 1946 through 1951) 


Man 
years years Amount 
| 


year. 


| 
¢ $80, 588 | 15.3 [$76,075 | 13.8 |$80,497 | 15.0 |$84, 14¢ $85, 374 
9. 764 8.2 | 29.503 8.1] 29,935 | 5.9 | 25, 452 5.0 | 22, 26 23, 341 
35,040 | 13.6 | 34,483 | 10.0 | 29,440 | 11.8 | 40,751 | 11.0 | 42, 46, 209 
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} 
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399, 117 )107. 4 [sis 875 97.5 \313, 773 008.8 362, 046 | 95.8 1350, 666 99 | 359, 932 
! 1 | | 


PREPARED STALEMENT 


Senator Maypank. As I understand, the House has cut $42,670 
from Inland Waterways’ administrative expenses. 

I am also going to place in the record the statement of the Secre- 
tary of Commerce, and you may highlight it. 

(The statement referred to follows:) 
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STATEMENT OF SECRETARY OF COMMERCE SAWYER 


The Inland Waterways Corporation was established to carry out the policy 
of Congress, as enunciated in the Transportation Act of 1920, to promote, en- 
courage, and develop water transportation, service, and facilities in connection 
with the commerce of the United States; and to foster and preserve in full vigor 
both rail and water transportation. Since the history and background of the 
Corporation are well known to you gentlemen, I will not attempt to review those 
phases. 

Last year I outlined the problems faced by the Corporation and stressed the 
need for new equipment, as well as legislation which would enable the Department 
of Commerce to negotiate for its sale without the stringent restrictions imposed 
by the present law. Having not as yet received either the money requested or 
the legislation from the Congress, I have undertaken to do the best I could with 
what we have in the way of money and assets. We cannot, of course, increase 
the number of barges to the extent desirable, but we are replacing old with new 
barges, within the limits of available cash, as rapidly as possible. 

For several years I have devoted considerable time and attention to the prob- 
lems of the Corporation, and I am proud to say that the Federal Barge Lines 
has improved its condition gradually, both physically and financiallv, during the 
past 5 years. Losses have decreased from $2,319,000 in fiscal 1946 to a profit of 
$81,734 in fiscal 1951, despite the operation of obsolete and deteriorated equip- 
ment. Every possible economy has been, and will be effeeted consistent with the 
maintenance of over-all common earrier service. While losses of $217,000 and 
$496,000 are forecast for fiscal 1952 and 1953, respectively, every effort is being 
made to bring about reductions in these estimates. However, an operation of 
this nature is subject to such unpredictable factors as floods, ice conditions, high 
and low water, work stoppages and freightear shortages. 

Operations for the first 8 months of fiscal 1952 result in a loss of $20,925 as 
compared with a loss of $51,988 for the same period in 1951. Revenues have 
decreased 3.9 percent while expenses have decreased 4.3 percent. Waterline 
traffic has decreased 4.2 percent and railroad traffic is down 21.6 percent. Mer- 
chandise traffie has declined approximately 124,000 tons, principally because of 
the necessity for speed in the delivery of items necessary in the war effort, the 
loss of steel tonnage due to imposition of controls and the allocation of sulfur. 
However, bulk commodities have increased approximately 63,000 tons due to 
the temporary return of bauxite to the river, and moderate increases in grain and 
sulfur traffic. 

In my letter of March 26, 1952, to Senator Maybank, I expressed concern as 
to the effect of the reductions voted by the House and the application of the 
Jensen amendment to the Corporation. As you know, the Corporation is not 
requesting an appropriation of funds. This is a request for authorization to 
spend receipts derived from operations. 

The appeal attached to my letter of March 26, 1952, to your committee accu- 
rately reflects the hardships imposed by the House reduction and the possible 
effect of the Jensen amendment: I pointed out the reductions made over the 
past 6 vears in the administrative area which total 66 positions. A study of the 
budgets submitted to the Congress since the passage of the Corporation Control 
Act indicates a total reduction of employment since 1944 of 1,348.5 positions of 
which 89.7 positions were in the administrative area. This represents a 64 
percent rduction in the total employment and 51 percent in administration. 
The requested employment for fiscal 1953 is the lowest at any time since 1918. 
1 would appreciate your acceptance, for the record, of this summary since it reflects 
the attitude of the Corporation and the Department of Commerce in effecting 
all possible operating economies, 
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TITLE Ill 


I would like to call your attention to the fact that the Corporation operates 
differently from the ordinary Government department or bureau in that it is a 
common carrier by water, subject to the rules and regulations of the Interstate 
Commerce Commission and State regulatory bodies. Its administrative expenses 
are different from those usually found in Government agencies and, by law, must 
conform to the accounts prescribed by the Interstate Commerce Commission. 

Travel expenses are, I believe, modest in view of the vast amount of territory 
served by the Corporation. I feel that it is imperative that we continue the 
audits, wage surveys, inspections of equipment, ete., in order not only to bring 
about economical operations, but to protect the investment of the Government. 
A reduction of 33% percent in the travel estimate will, I believe, hamper 
economical and efficient operations. 

The reductions proposed in the House bill would, based on the present average 
salary, result in the discharge of at least 9 and possibly 11 employees if the law 
is enacted after June 1, 1952. Iam of the opinion that the 87 positions requested 
in this budget is the minimum necessary for an efficient and economical program. 
However, you may be assured that if, at any time in the future, this number can 
be reduced due to improved procedures or mechanical aids, it will be done without 
hesitation. 

SECTION 406 


The operating personnel of the Corporation were exempt from the provisions 
of the Jensen amendment in fiscal 1952. In view of the major reductions heretofore 
presented to your committee, I respectfully request that an exemption from the 
provisions of this section be granted to all employees of the Inland Waterways 
Corporation in fiscal 1953. 

In my opinion, it would not be possible to adhere to the provisions of section 
406 by the otherwise permissible method of engaging only one new employee for 
every four who leave the Corporation’s employ. Vessel employees change con- 
stantly, even during the course of a single trip over the Corporation’s regular 
routes. A single vessel (unlicensed) position may, during the course of a 2-week 
trip between New Orleans and Chicago with stops at various river ports, have to 
be filled by two, three, or even more different individuals. Turn-over hirings on 
vessels approximate 650 to 700 annually. Vessel employees will continue to 
leave employment with the customary frequency and, in order to maintain 
manning scales as required by United States Coast Guard regulations, it will 
frequently be necessary to obtain replacements on short notice at various ports 
along the routes served by the Corporation. 

Further, it has been the practice for many years to hire temporary employees 
during the winter months (when navigation is closed on the Missouri and upper 
Mississippi Rivers) to perform as much maintenance work as possible on barges 
and vessels at its own facilities. Under section 406 this would be prohibited, 
necessitating that this work be performed in private shipyards at a considerable 
increase in cost to the Corporation. 

Assuming the requested employment at July 1, 1952, of 754 persons, application 
of the provisions of the Jensen amendment to the Corporation would result in the 
elimination of approximately 76, of which approximately 8 would be adminis- 
trative. As I view the situation, we are left with two alternatives. We could 
eliminate the operation of three towboats currently engaged in common carrier 
operations with the resultant suspension or curtailment of services on the Missis- 
sippi, Missouri, Illinois, and Warrior Rivers, and the loss of considerable and 
important revenues. 

Alternatively, tug operations at New Orleans and Chicago and vessel operations 
on the Warrior River could be suspended and the repair shops at New Orleans 
and/or St. Louis closed indefinitely. Adoption of this latter alternative would, of 
course, necessitate engaging private companies for necessary towing and repair 
services at increased cost to the Corporation. 

The application of section 406 to administrative employees would further 
handicap us in carrying out important duties absolutley necessary in the mainte- 
nance of a transportation service. As a businessman, I fail to recognize the 
wisdom of further curtailing such functions as purchasing, inventory, accounting, 
auditing, ete.—the areas where, through proper administration and safeguards, 
considerable economies may be achieved. At present the Corporation is handi- 
capped because of the application in 1952 of this section in its accounting and 
purchasing functions. Continued application of this restriction could magnify 
the present situation to a point where losses to the Government might result 
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instead of the savings originally intended. On the floor of the House the sponsor 
of this amendment supported various exemptions because of high turn-over and 
improved efficiency. I believe that this committee will agree with me that the 
Inland Waterways Corporation qualifies for exemption on both counts. 

Other cogent reasons for an exemption for the Inland Waterways Corporation 
from the provision of section 406 include a small ageney doing an effective and 
an efficient job; indirectly engaged in the defense effort; the possible elimination of 
small field offices; necessary seasonal employment in some areas; age and length 
of service of employees; large accumulations of leave; loss of specialized technical 
personnel; and loss of balanced staffing in the organization. 

Furthermore, since it would appear that the intent of this section is to effect 
a savings of appropriated funds and reduce expenditures of Treasury cash, due to 
the corporate character of this activity, this result will not be obtained and the 
effects On operations will have an opposite result. 


SECTION 401 


I note with concern the language of section 401 of the general provisions relative 
to accumulation of annual leave. It would appear that should this section stand 
in its present form, all annual leave accrued prior to January 1, 1952, would be 
forfeited if not used by June 30, 1952. In the limited time remaining, it woud be 
patently impossible for employees to utilize all such leave, assuming that it were 
feasible from an administrative standpoint to permit such leave. In my letter 
to your committee I reviewed this situation with respect to Government employees 
generally and believe that this provision would be unfair to employees separated 
involuntarily through reduction-in-force procedures and work a hardship on those 
employees who came from distant points to work in Washington. If, as inter- 
preted by its proponents, this provision applies to calendar 1952 leave accruals 
only, clarifying language should be inserted to that effect. 

The application of section 401 to employees of the Inland Waterways Corpora- 
tion would, in effect, be discriminatory against shore employees since the appro- 
priation language in this bill provides that vessel employees be granted leave on the 
basis of leave allowances prevailing in the river transportation industry. In this 
connection it is interesting to note that 90.8 pereent of the employees in the 
administrative area accrue 20 or more days leave annually, and 54.1 percent of 
these employees have 15 or more years service with the Corporation. In addi- 
tion, 70.1 percent have accumulated leave in excess of 50 days. 

The request for a language amendment (item III, p. 7 of the appeal) is to clarify 
the authority of the Corporation in connection with the purchase of automotive 
equipment and is, I believe, self-explanatory. 

In summary, I wish to acknowledge the splendid performance of employees of 
the Corporation over a period of vears, especially the last 5 vears. Realizing as I 
do the condition of the equipment we have to operate with, their achievements 
are all the more remarkable. Despite the numerous restrictions imposed and 
rumors of liquidation and/or sale, employee morale has remained high, and I 
would like it to remain so. 

The authorization and restrictions approved by the House will, in my opinion, 
seriously impair efficient and economical operation of a common carrier water 
service to shippers and consignees in the Mississippi Valley and adjacent areas. 
I do not believe the over-all reduction of 15 to 20 positions is our answer to the 
economy problem in view of the past record of the Corporation. 

I respectfully request that your committee restore the authorization of funds 
eliminated by the House totaling $42,670, and approve the amendments suggested 
heretofore. 


ADMINISTRATIVE EXPENSES 


Senator Mayspank. I will ask three questions to start with. 

How much did you ask the budget for? 

Mr. Trimsie. There is a limitation on what we can spend. 

Senator MayBank. You can spend only what you take in? 

Mr. Trimspie. No, not under the limitation. 

Senator Maynpank. The Corporation can spend only a certain 
sum of what vou take in through the Corporation? 

Mr. Trimpie. Yes, sir; through services rendered to private 
concerns. 
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Senator Maybank. How much money does your organization cost 
the Government? How much does it cost the United States Govern- 
ment to run the Inland Waterways Corporation? 

Mr. Trimsie, Last vear we showed a profit of approximately 
$82,000. 

Senator Maysank. Without any Government money at all? 

Mr. Trisie. Yes, sir; and charging off depreciation. 


DEPRECIATION OF ASSETS 


Senator Maynank. You charged off depreciation? 

Mr. Trimpue. On all our physical assets there was a depreciation 
charge. 

Senator Mayspank. What have you done with your physical assets? 
Have you improved them or just charged them off? 

Mr. Trimsie. Depreciation is an annual ch: arge. 

Senator MaysBank. Last year, when you testified here, as I re- 
member, you had certain ne wie repairs, certain things you should 
do to help the small ships that run up and down the Mississippi 
River, that stop and dock at places where other ships do not stop. 
Am I wrong? 

Mr. Trimsue. That is correct, sir. During the vear we have not 
received sufficient funds to start on a large rehabilitation program. 
I do not believe we acquired any barges during the past year. 

Senator Mayne nx. As I remember the testimony last year, you 
requested the use of corporation funds to acquire certain barges. 

Mr. Dotan. What I think you are referring to is the request for 
language by the Secretary of Commerce, which would authorize the 


borrowing of money to make an initial start on rehabilitating the 
equipment of the Corporation. 

Senator Mayspank. Against your assets. 

Mr. Dotan. That is right, That language, I believe, was passed 
by the Senate and eliminated in the conference. 


NEW BARGES 


We have placed orders for the nine additional barges which are now 
being built. 

Senator Maynank. There is no money in this bill for that? 

Mr. Dotan. No, sir. 

Senator MaysBank. That is your own money? 

Mr. Douan. Exactly. 


RESTORATION REQUESTED 


Senator Maypank. In fact, all you are asking to have restored 
$42,670 of your own money? 

Mr. Douax. That is correct. They have eliminated $42,670 and 
placed a restriction on travel funds. 

Senator MayBaNk. Senator Thye, of course, comes from weer the 
Mississippi rises. I do not know whether he was here last vear, but 
if we would allow them to rehabilitate the barges they would ee lose 
any money. Am I not correct that service vou render on the Missi- 
sippi River is rendered only because the big barges will not stop at the 

“crossroads,” as we term the highways? 
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Mr. Dotan. Yes, sir. 

Senator Maypank. And the Senate unanimously passed it. 

Mr. Douan. | might refresh your memory, Senator. There has 
been no money appropriated since fiscal 1950. The last million dollars 
available under the original authorization of $15 million was appro- 
priated in that vear. 

1952 EARNINGS 


Senator Mayspank. Now, you have made how much this year? 

Mr. Dotan. We made approximately $82,000 last fiscal vear. 

Senator Maysank. How much money did the Federal Government 
put up? 

Mr. Douay. The original $15 million in cash, plus some equipment 
transferred from the War Departme: nt. 

Senator Maysank. You earned 5 percent on the cash money we 
put up. 

Mr. Douan. This vear, so far—in fact, 1 have a telegram here that 
I received this noon— with the estimated March business, which we 
cannot close out until the end of April, because of the Interstate 
Commerce Commission regulations, it looks as though we are about 
$58,000 in the red as compared with $78,000 for the same period last 
year. If the present flood is not too bad, and we do not have a succes- 
sion of later floods on the Missouri and the Mississippi, we are hopeful 
that we will be able to return here with a black figure. 

Senator MAayBaNnk. You said you earned $82,000 last vear? 

Mr. Doan. That is correct. 

Senator THyr. I have your prepared statement here, and to be 
exact, it says $81,734 in fiseal 1951. 

Mr. Dotan. That is correct. 

Senator THyr. You are losing money this yet 

Mr. Dotan. We are a little better off this vear for 9 months than 
we were last year. 

Senator MAyBaNk. You have a deficit at the outset? The deficit 
is always incurred during those spring months, and you have a lesser 
deficit of almost $30,000 right here as of March, which will be reported 
in April? 

Mr. Donan. That is right. In April, May, and June, we start on 
the upswing again until the close of navigation about the Ist of 
December on the Upper Mississippi and Missouri Rivers. 

Senator MayBank. You get the crop movement in the fall? 

Mr. Douan. Yes, sir. 

Senator MayBank. Your deficits occur during the winter months? 

Mr. Dotan. That is right. 

Senator MayBANnk. It is not the operating expenses which cause 
the deficit but the freeze up which ties up your equipment and you 
have to have the maintenance? 

Mr. Dotan. Exactly, sir. That is the time we do all of our work, 
the annual overhaul, and annual inspection by the Coast Guard. 

Senator THyt. Your earning operation is in the spring, summer, 
and fall? 

Mr. Douan. From April 1 to December | 

Senator Tuyr. And your normal housekeeping expense is in the 
Wintertime when your equipment is tied tp to a dock somewhere, 
frozen in? 
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Mr. Dotan. That is correct. 

Senator MayBank. The Senate took this matter up before when 
the House eliminated the spending of certain of your own money and 
the Senate passed it unanimously. Why did not the House do it in 
this year? 

Mr. Dotan. This is the first year that the House has made a reduc- 
tion, Senator. 

Senator Maypank. But if you make $82,000, can they stop you 
from spending the money you make yourself? 


PERSONNEL 


Mr. Douan. Yes, sir, they can limit the authorization. I do not 
know how they arrived at the reduction in the administrative are: 
Since the calendar year 1944 there has been a reduction of almost 
almost 1,400 employees, and in the administrative area, which is just 
a small group, we show a reduction of 89.7 employees. In the last 
5 years we show a reduction of 66. employees in the administrative 
area. Now, we are at the bottom of the barrel. 


ACCOUNTING PROCEDURE 


I think one thing that should be brought to your attention is that 
when the Government Corporation Control Act was passed, there 
Was some question as to a definition of administrative expenses, the 
Corporation being entirely different from anything else in the Gov- 
ernment. 

After the first year, which was hit and miss, it was decided that, in 
order to facilitate the work for the Bureau of the Budget and the 
General Accounting Office and ourselves, the administrative expenses 
of the Corporation would be limited to the general expenses in the 
Interstate Commerce Commission System of accounts which all 
carriers have to follow. 

As a result of that, we have a little different situation than you will 
find in the administrative area of the ordinary Government depart- 
ment in that, for instance, legal expenses in connection with rate 
work, which is strictly a traffic matter, are included in our administra- 
tive expenses. 

Senator Maynank. Of course, that was the argument last year 
about the traffic. 

Mr. Douan. No, sir. I am talking now about our administrative 
expenses, Senator, as compared with the traffic charges for merchandise 
and bulk commodities handled. 

Senator Maypank. As I understand, you are the only line that 
serves the small people and stops on the Mississippi River where the 
big companies will not stop, and you pick up people’s cargo going to 
New Orleans or going to Alabama or wherever it may be. 

Mr. Dotan. E> xactly. 

Senator THye. It is really package freight, barge line service to the 
small stations en route. 

Mr. Dotan. That is correct, as well as bulk commodities in order to 
fill out the tows so that we can have a well-rounded and economical 
operation. The corporation is the only barge -_ on the Mississippi 
that actually performs a complete common carrier service on all 
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commodities, whether it is a half ton of freight or a thousand tons of 
freight. 

Senator Tuyr. That is why I referred to it as package freight, 
because it can be a package rather than a full bargeload. 

Mr. Dotan. That is right. 

1 would like to point out another phase of the administrative 
expenses. There are approximately 20 people assigned to the audit 
of transportation charges. That is the actual audit of the waybills, 
the interline settlements, that is, between the Corporation and the 
railroads, theCorporation and other water carriers, and the Corporation 
and motor carriers. This is an audit function which will not be found 
in the ordinary Government bureau or department. So, for all intents 
and purposes, what we are asking for is 67 people to administer a 
corporation that has receipts of about $11 million annually. 

Senator Hitt. How much are you asking to be restored altogether? 

Mr. Doan. $42,670. 

Senator MayBank. In other words, it does not cost the taxpayers 
a penny? 

Mr. Dotan. Not a penny. 

Senator Maysank. We do not put up a nickel. You are just 
authorized to spend what is necessary to run your operation for the 
benefit of the little people along the Mississippi River and _ its 
tributaries? 

Mr. Douan. Yes, sir; that is correct. 

Mr. Trste. If the restriction stays in, however, we will have to 
lay up three of our line boats or two of the tugboats and close one or 
both of the repair shops. 

Senator Maypank. If you tie your boats up, the people will not 
have the services. 

JENSEN AMENDMENT 


Mr. Douan. That is actually what the Jensen amendment means 
if it is applicable to the Corporation. 

Mr. Trimpie. The Secretary of Commerce is particularly inter- 
ested in the Missouri, the upper Mississippi, and the Warrior Rivers. 
When you tie boats up you have to utilize the big ports principally. 

Senator Tuyr. At the end of the year your revenues from opera- 
tions will be reduced and you cannot foresee or cannot actually deter- 
mine what the ee onomy is until you see the loss at the end of the 
operation for the vear? 

Mr. Trimpixe. That is correct, and the boats are the only thing 
that make money for us. 

Senator Tuyr. The operation of the boats is the only means of 
earning that you have and if you tie up one or two boats, your earning 
capacity is reduced and at the end of the year when you make your 
final audit you may show that while you have an economy in the 
reduction of the budget authorization, you have lost revenue, and so 
your economy is wiped out by the loss of revenue. 

Mr. TrimsBue. Yes, sir. 


ADMINISTRATIVE PERSONNEL 


- 


Mr. Dotan. T might point out that the administrative group in 
the Corporation, inc luding these 20 people I referred to previously and 
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which are not really administrative people in the true sense of the 
word, total only 87 people out of the 754 that we request in this budget. 

Senator Taye. You have a physical operation here. 

Mr. Dotan. That is right. 

Senator Tuyr. And therefore it is not an administrative function 
entirely. The crew and engineer who are operating the boat are 

sarning funds. They are earning funds through the operation of the 
ship or the boat and if you curtail that, you are going to have to tie 
up a boat or do something else to curtail the function. 

Mr. Dotan. By the same token, a reduction of the administrative 
staff, necessarily delays billings with the resultant lag in revenues 
received for the commodity transported. 

Senator Hitt. You mean if you do not have this administrative 
staff to do this particular job? 

Mr. Dotan. That is correct. 

Mr. Tresue. | might say that Secretary Sawyer is a businessman 
and he pays particular interest to the operation of this Corporation 
and he has cut every corner he possibly could in order to keep this 
Corporation in the black. 

Over a 10-year period it was substantially in the red. Previous 
to that time, they made money. This is one case where the Congress 
does not have to tell him to cut because he is personally interested 
in the operation of this Corporation. 

Senator MaysBank. You want the limitation of $42,670 removed 
and you do not want any meaner: such as the Jensen amend- 
ment to apply to you because it cannot practically apply | to a cor- 
poration running its own business iad making its own way? 

Mr. Trrpie. That is correct. 


EFFECT OF JENSEN AMENDMENT 


Mr. Doan. I wish to cite an example to you regarding the appli- 
cation of the Jensen amendment this year. We had 92 people on 
the payroll as of June 30, 1951. As of March 1, we are down to 84, 
with the possibility of two more vacancies this month, which makes 
it 82. Ten people in an organization of this size really hurts. There 
are different skills employed, competent accountants that know a 
specialized field of accounting, both for the freight auditing and 
keeping the Interstate Commeree._Commission records. 

Then there are the purchasing personnel. 

While there are many standard items, there are special items also 
which you do not find in the ordinary everyday business. 

We have reduced this budget request 5 positions from this year’s 
estimate, down to 87. We feel that that is the minimum necessary 
for the present operation and still do the kind of job that we think 
should be done in accordance with the congressional intent. 

Senator Hiti. I have not had a chance to read your memorandum 
which went into the record. I was very much impressed with the 
testimony brought out by Senator Thye on tying up the boats. None 
of that is in this? 

Mr. Dotan. In general language. We go into more detail in the 
appeal attached to the Secretary’s letter of March 26, 1952 

Senator Hinti. That is in the record anyway. 
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Senator Maypank. In other words, you made $82,000 last year. 
You think you have a better prospect of business this year 

Mr. Dotan. That is correct. 

Senator MayBank. If the boats are tied up, of course you cannot 
make any money. 

Senator THyr. You are starting out in the spring with about 
$30,000 less as a deficit to deduct from these summer months? 

Mr. Dotan. That March figure of $38,000 that I mentioned is 
strictly an estimate based on preliminary figures. 

We estimate the deficit for March of this year to be $38,000 plus 
the deficit for the 8 months through February 29 of approximately 
$20,000, 

CORPORATION OPERATES OUT OF INCOME 


Senator MayBpank. Again | want to state for the record, this is a 
corporation operating under the laws of the United States; it costs 
the taxpayers no money whatsoever unless something should happen; 
vou made money last year and you expect to make money this year, 
provided you do not have some disaster which no one can foresee. 
Therefore, if you have the Jeusen amendment or a reduction in the 
fund, it has no effect on the taxpayers who pay the taxes to run 
other ageveies of the Government. It is an independent corpora- 
tion under the Government. 

Mr. Dotan. Exactly. 

ANNUAL LEAVE 


| have some leave figures that Mwy be of interest. I could not 
help overhear the conversation with Chairman Ramspeck on leave in 
the Government; 52.9 percent of the administrative people in the 
Corporation are in the 26-day bracket. When we get to the actual 
days leave accumulated, 70.1 percent of the people have over 50 days 
accumulated leave. 

Senator MaysBank. Thank vou, gentlemen. 

Mr. Trimpie. Thank you, Mr. Chairman. 

Senator Mayrnank. The comnnttee will stand in recess until 
Friday at 10 o'clock. 

(Whereupon, at 4:30 p. m., Friday, April 25, 1952, the hearing was 
recessed until 10 a. m., Thursday, May 1, 1952 








